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The Coming Congress 


On the sixth of December the Congress elected with the 
present administration will commence its first regular session. 
At the close of the last administration the industries of the 
country were so prostrated that President McKinley felt called 
upon to convene Congress in extra session within eleven days of 
his inauguration, to enact specific measures to revive public 
confidence and restore the conditions of industrial prosperity. 

In this extra session Congress devoted itself vigorously and 
with great despatch to enacting a comprehensive revision of the 
tariff, and on the twenty-fourth of July, gave the country 
the Dingley Law. That the financial confidence and business 
conditions of the country have greatly improved since the pas- 
sage of that law is obvious to the whole world. Whether it 
will fulfill all the expectations of its advocates as a means of 
furnishing revenue for the government and encouragement to 
industry, time only can determine. 

Another important political event has occurred since the 
new administration came into power, the off-year elections. 
Thus in the eight months from the inauguration of the present 
administration and the first meeting of Congress in regular 
session, we have had an example of the administration’s legis- 
lative policy, and if not the judgment of the nation upon it, at 
least an election which serves to indicate the trend of public 
sentiment. It was generally hoped and believed by many 
friends of the administration that a return of prosperity would 
practically solve all the questions of economic and political dis- 
content which made the national election of 1896 so ominous 
and threatening to the nation. 

Feeling certain that improved business conditions would 


follow the passage of a rational, protective tariff, they hoped 
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and largely expected that the first election that occurred after 
the new tariff was in force, especially if the improved business 
conditions had already set in, would show increased support of 
the new administration. Yet nothing of the kind has occurred, 
on the contrary, election returns throughout the country with 
a few exceptions show a definite falling off in the enthusiasm 
indicated in 1896. The free silver or Bryan movement seems 
not to have waned in the least, but on the contrary shows in- 
creased activity and zeal, coupled with a determination to put 
forth greater effort for the next encounter. The Sound Money 
Democrats have practically withdrawn their support from the 
administration, not that they hate Bryanism less, but McKinley- 
ism more. Despite the improved industrial conditions which 
offer greater hopes for employment and an upward tendency 
of wages, the workingman shows no signs of increased con- 
fidence in the administration party. 

All this must be greatly disappointing to those who be- 
lieved that the silver question and the gold question and the 
banking question and the labor question would all disappear 
with returning prosperity. It shows that the political discon- 
tent of the different sections and classes in the country is more 
deeply rooted than the political astrologers have recognized. 
It shows that while the havoc produced in business by the last 
administration was the immediate cause for an indignant po- 
litical outburst, there are other and deeper causes which really 
prepared the way for this national expression, and now that the 
immediate effects of Clevelandism have disappeared and in- 
dustry is resuming its normal conditions, the political distrust 
still remains. 

The coming session of Congress will prove whether the 
leadership of the Republican party is equal to the occasion. If 
not, 1900 will surely try another school of statesmanship. The 
currents of political disruption, though very numerous, seem to 
be formulating in two general groups, one under the lead of 
quast-socialism, which embraces populism, free silver, single tax 
and antagonism to corporate wealth, the other following the 
lead of the /aissez faire type of doctrinaires. While these be- 
lieve in the private ownership of property they are logically 
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anarchistic with reference to legislative policy. They believe 
in no legislative aid to industry or social reform, and would 
sacrifice our domestic industry to free foreign trade. 

This has been the policy of the class for many years, and 
although for the moment it reluctantly helped to defeat Bryan, 
it returned to its work immediately after the election. An ex- 
ample of the animus of this policy was seen in the recent elec- 
tion in New York City. Tammany Hall, which was known to 
be Bryanism and all the other ’isms of the Chicago platform, 
was deliberately aided to success by this group of free-trade 
Democrats or Clevelandites. As the leaders and organizers of 
the reform movement they determined that the victors should 
be anti-Republican or Tammany. If the Republican party in 
Greater New York would not consent practically to disband 
and follow their lead, they determined that Tammany with all 
that its local reputation and national Bryanism implied, should 
be reinstated. Not that they are not genuinely hostile to Tam- 
many, but their hostility to the national policy of the Republi- 
can party is so much greater, that to elect Tammany and aid 
Bryanism was in their eyes to choose the lesser evil, and they 
did it. 

Of course they did not avow their real purpose, that only 
leaked out from the inner circles. To avow that as their defin- 
ite object would have defeated their plan, because it would not 
have attracted even the weak and wavering Republicans; so 
they inscribed on their banner the moral maxim of “ Down with 
Bossism.” This caught many thousands of unsuspecting citi- 
zens of New York and the desertion from the regular ranks of 
the Republican party was sufficient to make the election of 
Tammany easy, with a majority that looked like a social man- 
date to unconditioned Crokerism. With a few exceptions, the 
desertions from the administration party took place in a similar 
way in the other states, though in a less degree. The explan- 
ation that the desertions were for “ local causes’’ does not ex- 
plain. The question is, why are desertions so easy, why are 
local causes, (in themselves insignificant) so potent this year. 

The real answer is that the policy of the Republican party 
is not sufficiently broad and progressive adequately to deal with 








404 GunTon’s MAGAZINE. [December, 


the economic and social questions now demanding attention. 
For, the mere cry of bossism can never be effective against party 
leadership except when the leadership fails effectively to lead 
with live and vital issues in which the people are interested. 
Asa matter of fact the rank and file of a party become luke- 
warm and easily attracted from the ranks only when the party 
programme has lost its vitality and the party becomes a wait- 
ing mass instead of an aggressive movement. 

There is every reason to believe that the Dingley Law will 
be a success, that it will do, if not all, at least a great deal of 
what its advocates have claimed for it. But nothing can be 
more fatal to the present administration and to the Republican 
party than to imagine that even a perfect tariff law is all that 
is required in economic legislation. 

The laborers and the farmers and the business men have 
interests, definite interests, interests that affect them as groups, 
whose demands no tariff measure can adequately supply. The 
most that the best tariff law can do is to give the American 
producers the full benefit of the American market and thus 
vouchsafe to the productive enterprises of the country all the 
opportunities that the consumption of the American people can 
afford, but it should never be forgotten that the very prosper- 
ity which successful tariff legislation tends to promote brings 
new social questions to the front. The greater the industrial 
prosperity of the nation, the stronger will be the tendency of 
capital to concentrate and organize into more effective codpera- 
tive form for and by the development of new and more special- 
ized methods of production. Indeed, this is the essential fea- 
ture of industrial progress by which the public can get better 
and cheaper goods. In no other way can the public get the 
benefit of this prosperity. 

This tendency of capital to improve its production and 
efficiency always brings with it a more intensified specialization 
of labor. This necessarily starts, as it should, a current of social 
activity among the laboring classes for shorter hours, higher 
wages, or some other form of relief from the pressure that the 
new conditions have created. In this way the workingman 
shares in the progress, through his improved industrial con- 


ditions as well asin the reduced price of products. This brings 
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a definite movement on the part of the laboring classes, a move- 
ment which the tariff cannot touch, and if this movement is not 
recognized by the statesmanship of the party in authority, then 
the political bias of the laboring class is sure to be turned against 
that party, and why not ? 

We have often emphasized the fact that at its best a pro- 
tective tariff is neither more nor less than guarded opportunity 
for industrial activity. The benefit of this opportunity inures 
at first to the capitalist through direct increased productive 
activity, which results in an increase of the aggregate wealth of 
the community. The next step in this prosperity is the distri- 
bution of that increased product. The laborers can only get 
their share of it in three ways, (1) in the reduced price of pro- 
ducts, (2) in the improved conditions under which they work, 
(3) the increase of wages. The first will come by the competi- 
tive influence of capital itself, but the other two, which are 
peculiar to the laboring class, can be secured only by the asso- 
ciated activities of the laborers themselves. This associated 
activity becomes a class movement, a movement of a certain 
group of our population that demands a certain definite policy 
with reference to influences which affect them. 

“Government by injunction” is a case in point. The 
capitalists may, with rather natural instinct though not economic 
judgment, have endeavored to prevent the laborers from using 
this only power they have to cbtain concessions from the em- 
ploying class, namely, organized strikes. As a result of a large 
number of these, the capitalists finally hit upon the plan of 
appealing to the courts for injunctions to, in effect, prevent 
laborers from striking. Of course in every instance the court 
disclaimed any intention to interfere with the right of the labor- 
ers to strike, but their action in enjoining laborers from doing 
certain things without which the strike would be impotent, and 
failure to obey which orders would put the leaders in jail, has in 
several instances effectively prevented the strikes or rendered 
them failures. This very naturally and very properly is leading 
organized labor to demand a change in the law, which should 
in some way protect them from being exposed to this peculiar 
use of the power of injunction. 

The Chicago platform declared against this method of 
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‘government by injunction,” and thousands, hundreds of thou- 
sands, of workingmen voted for Bryan because of his position 
on that question. During the first session of the Fifty-fourth 
Congress a bill passed the Senate by almost unanimous vote, 
amending the law on this subject. Republicans as well as Demo- 
crats of course voted for it, but it did not reach the House. 
During the election the Republicans very properly took credit 
for aiding that measure, but since then scarcely a Republican 
statesman or a newspaper has referred to the subject. This is 
a matter of great importance to organized labor, and to ignore 
the subject after the election is over has very naturally created 
distrust in the minds of the laborers as to the sincerity of the 
party’s interest in the question. Mr. Bryan is making much of 
this, and in correspondence on the subject with the editor of 
this magazine regarding the Republican party’s sincerity in the 
matter, says: 


“‘ The Republican party in national convention did not indorse the Sen- 
ate bill. We have hada session of Congress since the Republican party came 
into power. The party has had time to allow the trusts to make a tariff 
bill, but it has not taken time to abolish government by injunction. The 
future will determine whether my prediction is fulfilled.” 


As.we have said, this isa question in which the laborers are 
interested and if it is not dealt with in a conservative, rational 
way, and the proper protection afforded to organized labor, 
then it will be dealt with in a demagogical way in which the 
interests of capital may be ruthlessly sacrificed. 

This is a single instance, of which there are many, where 
definite class interests arise through our industrial progress, 
which demand specific attention, and the neglect of which re- 
sults in the alienation of the political confidence and support of 
those interested. To ignore these, therefore, is to drive work- 
ingmen to seek friendship elsewhere or to form a radical move- 
ment of theirown. Now this is exactly what has been going on 
with workingmen in their attitude towards the Republican 
party during the last dozen or more years; the result is the 
semi-socialism represented by the followers of Bryan, Altgeld 
and George. 
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The farmers and merchants are specifically interested in 
the money question, and this topic in its various phases com- 
prises much that is involved in the populist program. The 
neglect of these subjects representing the specific interest of 
the various groups, leads to the political distrust of each group, 
and they aggregate into a general distrust of party policy. 
With the action and reaction of the suspicion and distrust thus 
created, a large anti-capital or anti-wealth movement is rapidly 
forming. Unless the banking and currency question is compre- 
hensively treated, and a liberal economic and social policy pro- 
mulgated, nothing can prevent the socialistic free silver and free 
trade forces from amalgamating in a single political movement 
with Bryan or a similar leader at its head for 1900. 

The present Congress may not be able to solve many of 
these questions, considering the narrow margin of administra- 
tion strength in the Senate, but it should lose no time in mak- 
ing a serious effort in these directions; not a mere vote-catch- 
ing pretence, but make a serious attempt to deal in good faith 
with the more urgent of these questions which directly affect 
the great mass of the people. If the Republican party does 
not rise above the idea that a protective tariff and adequate 
revenue comprise the whole calendar of industrial statesman- 
ship, it will surely have to resign. Whether it will or not, the 
social problem in its various phases will have to be dealt with 
practically. Mere evasion is going to mean sure defeat. The 
labor question as a distinct issue is becoming more concrete 
every day. The Democratic party is siding with and aiding the 
anti-trust, which is anti-wealth crusade, and the Republican 
party seems to be more than half afraid to meet the issue, and 
in many instances falls in with the crowd. The next few years 
are going to be laden with fierce economic controversy and po- 
litical conflict, and no political party can be successful which 
does not either join the mob or rise sufficiently above it to be 
able to deal with the demands of the masses on a high states- 
manlike plane. 
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Monetary Commission Questions 


The Monetary Commission appointed by the Indianapolis 
convention to investigate the banking and currency question 
and report a bill on the subject, has formulated a series of 
questions which they desire us toanswer. Four are on Metallic 
Currency, nine on Demand Obligations, and nineteen on Bank- 
ing. Our answers to most of them are necessarily brief; and 
many of our readers will recognize in these questions points 
which have been discussed at length in previous issues of this 
Magazine. 


Metallic Currency. (1) Should or should not the silver dollars and 
silver certificates be redeemed on demand in gold ? 


It does not seem necessary to redeem the silver dollars and 
certificates in gold. If the other fiat elements are eliminated 
from our currency, there would be no real danger from the ex- 
isting silver dollars, but no more should be coined on the present 
basis. 


(2) What in your judgment would be the probable amount of silver 
dollars and silver certificates presented, if direct redemption were enacted ? 


It is difficult to predict ; but the amount would probably 
be very small. As there would be no tendency to deprecia- 
tion there would be no special inducement to offer either silver 
dollars or silver certificates for redemption, any more than there 
is now to prefer greenbacks to silver certificates or national 
bank notes. 


(3) To secure the permanent inviolability of the gold standard, what 
legislative measures would you recommend ? 


Repeal of the legal tender law, and also of that portion of 
the National Bank law which requires bond security for note 
issues; and subject all bank notes to current redemption in 
gold. 

(4) For the purpose of facilitating the use of existing silver currency, 


what do you recommend as the smallest denomination of United States notes 
which should be put in circulation ? 
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There should be no United States notes, and the smallest 
denomination of bank notes might well be placed at $5. 


Demand Obligations. (1) Do you consider that there are any dangers 
arising from allowing the United States notes to remain as a permanent part 
of our circulation? 


Yes, very great danger. United States notes of different 
kinds really constitute the dangerous element in our circula- 
tion. Being legal tender, they prevent any current redemption 
of any of our paper money, and serve as an instrument for 
making the government furnish all the gold required for liqui- 
dating private transactions. They are both the most danger- 
ous and most expensive part of our currency. 


(2) On what grounds, if any, would you favor the gradual but entire 
withdrawal of the treasury notes of 1890 and of the United States notes ? 


For the reasons given in the last answer, and because the 
greenbacks and treasury notes rest on an entirely unsound 
financial principle. They are the money only of revolution 
and war, and should never be used in times of peace. 


(3) If it shall be decided to retire the United States notes, how can it 
be done without adding to our bonded debt ? 


By establishing the branch bank system and so coérdin- 
ating the banking of the country as to put the credit of all the 
banking capital and deposits behind the entire paper circula- 
tion. If this were done, the banks could retire all the green- 
backs and government notes, replacing them by bank notes 
with ease and safety. While the banks would thus nominally be 
assuming a government debt of nearly five hundred millions, they 
would actually assume no debt at all that they would ever be 
called upon to pay. In the first place the banks would not 
have to assume a debt of five hundred millions. Of the green- 
backs issued under laws of February 25 and July 11, 1862, and 
March 3, 1863, only $346,681,016 are now outstanding ; which, 
with $111,334,280 in treasury notes, issued in purchase of silver 
under the Sherman act, now outstanding, make a total of 
$458,015,296. It is estimated that during the thirty-five years 
of their circulation some $20,000,000 of greenbacks have been 
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lost or destroyed in various ways, leaving only $438,015,296 to 
be redeemed. 

Of course, in assuming this indebtedness, the banks would 
receive whatever assets were held by the Government as secur- 
ity for the debt. This would include the $100,000,000 gold re- 
serve, and the silver bullion now in the treasury for the purchase 
of which the Sherman notés were issued, which, on October 1, 
1897, was officially stated at $105,078,550. In addition to this 
they would receive the Government deposits now locked up in 
the sub-treasury,which during 1897 have amounted on an average 
to about $120,000,000. They would also have returned to them 
the $230,000,000 worth of United States bonds which they are 
now obliged to keep permanently on deposit with the comp- 
troller of the currency as security for the redemption of the 
national bank notes now in circulation, on which bonds they 
draw only about 3 per cent. interest, when the capital is worth 
to them fully 5 per cent. This net loss of 2 per cent. is equal 
to about $4,600,000 a year, which is equivalent to $92,000,000 
of capital, earning 5 per cent. In short, the case would stand 
about as follows: 


INDEBTEDNESS 
CI cae: teneubecedesenasevesssasmentataseutennee $346,681,016 
BONNET BOR 0000008 cee 5568 500d 1ceeceebescecesencesesss III 334,280 
WOE 080000080200 cshecsssbes seen seceeeecceseeccerose sete $458,015,296 
ASSETS 
GB CIID ccccccoccccsccvecccccece e000 coneoeesoveeseeess $ 100,000,000 
PED cnvcniednesecceuccecessecssucsneeses ebtecens 105,078,550 
Greenbacks lost and destroyed .......ccesesece-cesseccceces 20,000,000 
Govermament Gepoelts 2.20 cccccccccccccccscess coccccccccece 120,000,000 
Capital value of $230,000,000 of returned bonds...........-.. 92,000,000 
BUM ccaccdcccscocesscececececocccccccccoeseccoceesescess 437,078,550 
PRRSIARGND cccnccesccceceescesscvcccseceocssecceeesoceseenssoes 00 20,930, 746 


It will thus be seen that the actual indebtedness to be as- 
sumed by the banks is not over $500,000,000, as commonly 
supposed, but only a little over $20,000,000, no part of which 
the banks would really have to pay. What will the banks re- 
ceive in return for assuming this slight indebtedness? First 
of all, they would be relieved from the present burden of bond 
deposits for circulation, which to-day practically deprives rural 
banks throughout the United States of all note circulation. 
Indeed, the high priced bonds and the restriction of note issues 














1897. | MONETARY COMMISSION QUESTIONS. 411 


to 90 per cent. of their par value, together with the 1 per cent. 
tax on circulation, have essentially destroyed all inducements 
for national banks to issue notes. It is very much like com- 
pelling a manufacturer to invest one-third more capital on his 
machinery and plant than is necessary efficiently to conduct 
his business. By this method the national banks of New Eng- 
land are compelled to use three times as much capital to do 
about the same amount of business as are the banks of Scot- 
land. Besides being relieved of this handicap, the banks would 
acquire the right to issue all notes upon which they could main- 
tain coin redemption. 

The banks would also be amply repaid in the increased 
freedom of banking. In thus assuming the Government obliga- 
tions and freeing it from fiscal entanglement, while vastly en- 
larging their own direct lending power among the people, the 
banks would disarm the popular prejudice against them. They 
would put themselves in the position of public benefactors, and 
henceforth, instead of being regarded as the instruments of 
monopoly, they would stand conspicuously as generous aids to 
both the Government and the people. 

(4) How, in that case, can provision be made for maintaining an ade- 
quate amount of currency available for purposes of business ? 


This question is entirely answered in the preceding one, 
as the bank currency under the conditions there outlined would 
easily adjust itself to the business needs of the country. 

(5) If it be thought inexpedient to fund the United States notes how 


can they be redeemed with an assurance that bank currency will take their 
place. 


This is entirely covered in the answer given to number 3. 


(6) Meanwhile, what security or gold reserves would you recommend ? 


What is necessary constantly to maintain gold redemption 
for the notes as they are presented. Under the plan suggested 
it would be the business of the banks and not of the Govern- 
ment to furnish the gold necessary to maintain redemption for 
all paper circulation, and as the aggregated assets of the banks 
would be many times greater than the note circulation there 
could be no failure in this respect. 
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(7) In case provision should be made for the retirement of United 
States notes, how could their presentation for redemption be best secured. 

By repealing the legal tender act, and fixing a limited time 
for redemption. 

(8) Should Government issues be withdrawn only as bank notes are put 
out? That is, if an elastic system of bank issues should be adopted would 
it be desirable to define and maintain any given quantity of circulation ? 

Bank notes should be put out to replace government 
notes, dollar for dollar, just as fast as the latter are withdrawn. 
It does not seem at all necessary under a banking system with 
coin redemption to fix any definite quantity of circulation. 
That should and would adjust itself to the business needs. 
Banks could not keep out more than business required, nor 
more than they could maintain with coin redemption. 

(9) Would the banks in fact furnish the currency which the country 
needs, if the Government notes were withdrawn ? 

They undoubtedly would. It is the existence of Govern- 
ment notes and the clogging conditions surrounding banknotes 
which now prevents this. 

Banking. (1) Is it possible to rely upon national bonds as security 
to bank note issues ? 

Certainly not. First, because national bonds are too ex- 
pensive to make it profitable to use them for the basis of bank 
note issues to any considerable extent under the present con- 
ditions. Second, because as the national bonds are paid the 
note circulation would necessarily be contracted, to the great 
injury of business. 

(2) Can any safe and practicable plan be devised for using any other 
securities as a basis for bank note issues ? 

Yes, bank capital and bank assets would furnish ample 
security for bank note issues, especially if the branch bank 
system were adopted. 


(3) If bonds should {be exclusively used as a basis for issues would it 
be possible thereby to secure an elastic note circulation ? 


No; if bonds were used exclusively as a basis for note is- 
sues, the amount of the circulation would be practically as in- 
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elastic as a granite block. It is this very feature which 
destroys the elasticity of our present national bank note cir- 
culation. 


(4) If bank note issues be based exclusively on assets of the bank, is 
the nature and extent of the security such as effectually to protect the note 
holder? What limit should be set on such note issues ? 


Yes. The note holder would be perfectly protected if 
some method of banking integration with redemption centres 
were adopted, and the notes were constantly subject to return 
and coin redemption. The note holders never lost a cent by 
the First and Second Banks of the United States, nor in the 
New England banks under the Suffolk system, nor in the banks 
in Canada with the branch bank system. [If all the capital and 
deposits were integrated into a national system with redemp- 
tion centres, they would constitute at least four dollars of 
assets for every note that could possibly be kept in circulation. 
As for setting a limit to note issues, popular prejudice might 
make that expedient, but good banking would require none. 

(5) Since bank assets (including stock-holders’ liabilities, etc.) must be 
the means of ultimate redemption of such issues, what funds would you 
deem necessary to be held as cash reserve for the immediate redemption of 
the notes ; and in what form; and in whose hands ? 

The amount of funds to be held “for cash reserve for the 
immediate redemption of notes” should, of course, be gov- 
erned by the need of cash for that purpose. Here again popu- 
lar prejudice might make it necessary for the law to fix a certain 
reserve, but as a matter of good banking that would be wholly 
unnecessary, since the integration of bank capital and respon- 
sibility for the notes would compel adequate cash to be held 
on the penalty of the bank or branch which failed to redeem, 
losing its property. The amount of cash for note redemption 
would be as much a matter of business necessity as for a mer- 
chant to keep an adequate stock to supply his customers. The 
form in which the reserve should be kept, of course, should be 
coin. All redemption should be in coin. 


(6) Incase of notes based on bank assets, what means can you suggest 
to obtain and preserve a high character of discounts ? 
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Nothing will so well preserve a high character of discounts 
as the daily coin redemption of bank notes. Sheer self-interest 
and business methods would enforce this. 

(7) Can any watchfulness of other banks connected by locality or busi- 
ness connections be brought to bear on a bank to prevent bad banking ? Can 
such a scheme be devised as in cities where Clearing-House Associations 
detect and punish weakness, by which the country banks can be guarded ? 

The integrated branch bank system would furnish just 
this watchfulness. To make this more secure, the central or 
metropolitan banks should be represented in the management 
of the local banks.* Clearing-House Associations already 
furnish skeleton machinery which could easily be adopted by 
central banks. Any system which should make associated 
banks responsible for the aggregated bank circulation could be 
trusted to furnish the most effective kind of watchfulness of 
the individual banks, to prevent bad banking. Government 
supervision might be provided, but the really effective super- 
vision would be that furnished by the banks. 


(8) What plan of examination and inspection would you recommend ? 


This is answered in number 7. 

(9) What methods would you suggest by which uniformity of note 
issues based on assets could be secured through the country? If by redemp- 
tion, state where and how ? 

Of course by current redemption in the centres designated 
by the comptroller of the currency at convenient business and 
banking points throughout the country. The location of the 
redemption centres is wholly a matter of convenience, which 
banking experience could easily determine. 

(10) What, if anything, beyond provision for immediate redemption, is 
— for securing the elasticity of note issues in periods of normal busi- 

Nothing, except the interdependence of the banks so as to 
coérdinate the largest amount of assets behind the note cir- 
culation. 


(11) In times of panic or sudden stringency, how would you provide for 
additional issues by the banks to enable them to continue discounts and pre- 
vent commercial distress ? 


* See Banking Bill, GUNTON’s MAGAZINE, January, 1895. 
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Nothing can do this so effectively as associated action of 
the banks. The most effective facility our present system 
affords, as shown in ’93, is the issue of Clearing-House certifi- 
cates. Extensively integrated banking would be more effective 
for this purpose than the Clearing-House, in proportion as the 
integration of the banks was larger. If the codrdination was 
practically national, as it ought to be, then the entire banking 
assets of the country would make adequate provision for all ad- 
ditional issues which solvent business under any circumstances 
could properly require. Of course this could not prevent all 
business depressions, since these sometimes arise from other 
than monetary causes, nor would it prevent bankruptcy, since 
that may come, as it often does, from poor business manage- 
ment or persistent use of poor methods, long after they have 
become uneconomical. All that good banking can do is to 
prevent the evils to the public that arise from poor banking. 

(12) Of what should bank reserves consist ? 

Of coin and quick assets. 

(13) Should any National Bank be permitted to pay interest on current 
deposits of other banks? 

No. Though this may not be a very vital matter, it 
would be better if they did not, as the payment of interest for 
other bank deposits tends to congest the funds of local banks 
in the city banks and thus restrict the loanable funds available 
for local use. Everything which tends to congest the circula- 
tion in large cities should be avoided, and as the payment of 
interest by city banks for country bank deposits, tends in this 
direction, it should be discouraged. 

(14) Should deposits of country banks in reserve cities be authorized to 
be counted as a part of the required reserve? 

No; because to do so makes the city banks holding these 
deposits reluctant to pay them out in times of emergency, as 
in the crisis of 1893. There were $200,000,000 of country 
bank deposits in New York City which were practically un- 
available to the country banks. Since to count the country 
bank deposits as a part of the city bank reserve tends to lessen 
the freedom of country banks to draw their deposits, it should 
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be avoided. Every encouragement should be given to the 
dispersion of funds into the country districts. 

(15) What should be the minimum limit of capital for national banks ? 

That might, probably, with safety be $25,000. 

(16) Should the existing ten per cent. tax on state bank notes be re- 
pealed ? 

Yes, provided the integrated or branch bank system be 
adopted, not otherwise. Single isolated banks unconnected 
with redemption centres should not be permitted to issue 
notes. 

(17) Should any national bank be permitted to establish branches under 
its single management? Ifso, under what limitations, if any? 

The danger in this is only slightly less than in single banks 
issuing notes unsecured. The more nearly the bank is under 
single management the less freedom of note issues can be per- 
mitted. It is the integration with the large aggregates of bank- 
ing capital onlythat gives the maximum security to notes, and 
hence warrants the maximum freedom in note issue. Limita- 
tion might be necessary in the present suspicious state of the 
public mind, but with extensively codérdinated banking, that 
would be entirely taken care of by the self-interests of the 
central banks. 

















1897. | 417 
Social Influence of High Wages 


We have received a communication from an American 
gentleman now at Chemnitz, Germany, criticising our article on 
“ The Doctrine of Low Wages” which appeared in the Sep- 
tember number of this magazine. That article, it will be re- 
membered, was called out by an editorial in the New York 
Journal of Commerce, in which a reduction of wages was dis- 
tinctly advocated as the true means of restoring prosperity. 
This view we utterly repudiated. Our position was and is 
that (1) large consumption on the part of the masses is the 
only certain basis of industrial prosperity, and that (2) large 
consumption cannot take place unless wages are high; and 
furthermore, that the rate of real wages in a nation or group 
of homogeneous nations is a general indicator of its or their 
industrial condition, social status, political and even religious 
progress, in brief, of the relative state of civilization. To most 
of these propositions our friend, writing from Germany, takes 
decided exception. Welcoming, as we always do, the fullest 
and freest discussion of every principle for which we contend 
or statement we may make, as the best means of arriving at 
the truth, we print his criticism herewith : 

“Low wages may be the offspring of ignorance, poverty 
in natural resources, shortsightedness in availing oneself of 
natural resources, or of climate. There are other causes. There 
is nothing very axiomatic in any statement that has to be 
very much analyzed before it is believed. The beauty and 
virtue of axioms is the fact that a sane man must see their 
truth. It is not an axiom that cheap wages aid prosperity, 
nor is it an axiom or fact that wages are an accurate measure 
or any measure of civilization. To build up a nation of buy- 
ers one has only to give guarantees of steady, fair-paying em- 
ployment. The natural desire to buy is always large. It is 
constant. It needs only the encouragement indicated, steady 
work at steady wages. Demand, asa desire, is always with 
us ; demand, as a fact, filling itself from supply, depends very 
much on uncertain, uncontrollable factors, among them gen- 
eral prosperity, profitable employment, etc. Wages depend 
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upon these factors. Wages have gone up here, so too have 
prices. One of the reasons, urged recently, favoring higher 
wages is the fact that the necessities of life have gone up. No 
sane man ever advocated low wages, though it is urgent some- 
times that wage workers take reduced rates to tide over a time 
of depression. 

“Wages do not make a good yardstick for measuring 
civilization. Civilization is so uncertain. It is hardly neces- 
sary to quote China’s opinions of western civilization. The 
putting of low wages and Paganism together is neither wise 
nor accurate. China has cheap labor not because it is Pagan ; 
but because it is over-populated and very conservative ; nor is 
it Pagan because it pays low wages. Twenty-five cents per 
day does not make a nation Catholic, Pagan or Christian. 
Belgium has one of the best paid, thriftiest, most intelligent, 
progressive and best governed peoples in the world; but Bel- 
gium is Catholic ; so too is France; and there are those who 
will tell you that French civilization comes nearer to what 
Greek civilization was in the days of Pericles than does ours 
or England’s. Portugal, Spain and Italy could not keep up 
with the procession, because they had to buy from outside 
the coal, iron and other material products necessary in manu- 
factures. Protestantism, individual freedom and high wages 
have nothing to do with each other. Wages are as big in 
Catholic Bavaria as in Protestant Prussia, the people as happy 
and prosperous. Wages do not depend on religion, nor re- 
ligion on wages. Is not England as religiously free as the 
United States? Are not the wages lower? Is France less 
free in religion than England? and yet wages are lower in 
France than in England. The United States are richer in 
natural resources than England, hence better wages. England 
is richer in natural resources, especially coal, iron, and mate- 
rials necessary for factories than France, hence better wages. 

“Yes, the advocates of low wages are the enemies of human 
progress ; but where are the advocates of low wages? There 
are none, there never were any and there never will be. There 
are advocates of intelligent codperation of capital and labor, of 
intelligent investigation and adjustment of conditions, of 
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mutual aid and mutual concession. The only enemy of all 
these is ignorance, and the best aid of ignorance is prejudice. 
No one is so blind as the man who does not want to see. If 
the argument advanced in the September number on low 
wages is worth the ink, California is twice as civilized as the 
Bay State, or was when it paid twice the wages paid in Massa- 
chusetts; Australia is far more civilized than England, and 
Klondike, all Alaska, leads the triumphal procession. If what 
that article advances is true, Greece itself, with its songs, its 
sciences, its arts, its Homers and Platos, was not civilized.” 





Briefly summarized, our friend’s contentions are these: 

(1) That the rate of wages in a given country depends, 
not upon the extent of effective demand or desire, but upon 
natural resources, climate, personal capacity to seize advan- 
tages, etc. 

(2) That there is no standard for determining relative 
grades of civilization, since China holds as poor an opinion of 
us as we do of China, and since Greece surpassed us in some 
respects while inferior in others. 

(3) That wage rates are no measure of civilization, and 
that there is no connection between wages and the character 
of social, political and religious institutions. 

(4) That there are not and never were any advocates of 
low wages. 

The last proposition is purely a question of fact. Our 
friend seems not to be familiar with the literature of the Man- 
chester School, the influence of which permeates much of the 
economic teaching in our educational institutions to-day. The 
corner stone of Manchester economics is cheap labor and 
foreign markets, and for nearly a half century this doctrine 
was universally recognized and taught as an axiom of political 
economy. The famous repeal of the corn laws was sought 
upon the ground that cheap bread would make possible cheap 
labor in English factories. The theory has been modified in 
some quarters and abandoned in others, but old-school econo- 
mists retain it and teach it as a part of the free trade philoso- 
phy, and there are influential publications which still preach 
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it either openly or by inference. The very article which our 
correspondent criticises was, as before stated, a reply to a 
frank and avowed argument for lower wages in the New York 
Journal of Commerce, which has steadily advocated low-wage 
economic policies. The other points in question we will take 
up in their order. 

(1) Of course it is true that wealth can only be produced 
where natural resources exist, and it goes without saying that 
where such resources are richest and the climatic and other 
conditions most favorable, there the opportunities for large 
production and high wages will be greatest. But, except for 
the presence of another factor, namely, human desire, no pro- 
duction whatever would take place. The natural resources 
are the static quantity; the human desire is the dynamic 
force which must act upon the resources before any results can 
be achieved. The extent to which natural resources will be 
exploited depends upon the strength, variety and intensity of 
human wants. So far as these wants refer to the supplying of 
the actual necessities of existence, they are approximately uni- 
form among all races of men, but so soon as we pass beyond 
the range of absolute necessities the widest diversities appear. 
The primary wants are physical, and unavoidable; all wants 
beyond that stage are psychic, having their rise in the senti- 
ments, and are optional. The extent, variety and intensity of 
these higher wants depends chiefly upon the complexity of the 
social environment, the number of influences with which men 
come in contact, and the variety of the relations existing be- 
tween men in the societary group. Now, the greater the num- 
ber and intensity of men’s wants, the greater will be their 
effort to secure the means of satisfying such wants; in other 
words, the greater will be the pressure for high wages. Where 
these forces of demand are strongest and most varied we find 
laborers best organized, strikes most frequent and wages 
highest. 

In China and Russia the industrial interests and social 
inter-relations of the people are few, and the surrounding in- 
fluences are those of monotony and stagnation. Thus there 
has been little demand for the higher forms of wealth-enjoy- 
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ment, hence only a limited production of such wealth, even 
though the natural resources of both countries are very great 
and give promise of enormous development. In England, the 
masses remained poor and wages low, despite great natural 
resources, until the pressure of increasing demand from newly 
secured foreign markets and growing out of more complex 
social life at home, turned men to seeking cheaper methods of 
production, with the factory system as the result. Here in the 
United States, the mere fact of our great resources would not 
insure high wages to-day but for the fact that our highly com- 
plex and progressive social life results in an immense variety 
of customs, habits, demands, forms of consumption, ambitions, 
in brief, a distinctly higher standard of living than exists any- 
where else. Our critic himself confirms the proposition that 
wages are determined by the standard or cost of living when he 
states that the recent rise of wages in Germany is due to a rise 
in prices. This effect on wages is just assurely produced when 
the increased cost of living instead of resulting from higher 
prices is due to a wider range of effective demands for higher 
grades of comforts, on the part of the masses. 

Hence it is clear, we think, that while rich natural 
resources give the opportunity for large wealth production and 
high wages, the extent to which this opportunity is improved 
depends upon the scope, variety and intensity of the demand 
for diversified wealth-products, and this demand is chiefly 
psychic and variable, dependent upon the presence or absence of 
stimulating and suggestive influences in the social environment. 

(2) If there is no other test of a nation’s civilization than 
its own opinion of itself, as our critic seems to imply, then 
indeed it is useless to make comparisons. But if the terms 
savagery, barbarism, civilization and high civilization or en- 
lightenment mean anything, they refer to relative stages in the 
scale of human progress, and, fortunately, evolution has 
enabled us to say what progress is and to recognize it by cer- 
tain definite signs. Progress consists in a movement from 
relatively simple to more complex conditions, and this is as 
true of society as of plant, animal or the human organism. 
From the time of the primeval fire-mist down to the present 
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moment this movement from uniformity and simplicity to 
complexity and variety has been going on, and each new 
differentiation is an added step in the march of progress. 
Probably no great fact within the range of human knowledge 
is better attested than this. In society, this means that pro- 
gress will consist in a movement from simple, crude, highly 
individualized types of life, characterized by monotony, igno- 
rance, poverty, few occupations, mutual antagonisms, low 
morality and absurd superstitions, to a complex, specialized, 
interdependent social organization, distinguished by wealth, 
diversified industries, codperation in defence of individual 
rights, education, finely drawn ethical standards, religious and 
political freedom, and a refined and many-sided social and 
domestic life. There is no mistaking the fact that these are 
the characteristics of social progress. Wherever men have 
struggled for improvement at all and achieved anything, their 
progress has been along these lines. 

Now China has a civilization; so has India; so had 
Egypt, Greece and Rome. But the evolutionary test of de- 
velopment enables us to determine at once the relative posi- 
tion of these and modern civilizations in the scale of progress, 
just as it enables us to rank savagery and barbarism far below 
the civilization of China and India. China has simple agri- 
cultural industries, crude hand-labor methods, monotonous 
and stagnating conditions of life, gross superstitions, little 
regard for truth and honesty, cruel despotism and gen- 
eral poverty. Every few years we read of ten or twenty 
thousand inhabitants being carried off by famine in different 
sections of the Empire. Education, instead of pursuing a 
hundred different lines, is confined to the senseless memoriz- 
ing of Chinese classics. A crowded cottage, rice, chopsticks 
and slavish obedience comprise the inspiring round of the 
average Chinaman’s life. In the great movement from uni- 
formity to complexity, which constitutes progress, there is no 
single respect in which China is not immeasurably lower in the 
scale than the Western civilization typified by England and 
the United States. “Better fifty years of Europe than a 
cycle of Cathay.” 
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The same applies to Greece, Rome, and the Italy of the 
Renaissance, despite their sculpture, philosophy, literature and 
art. Great philosophers and isolated geniuses have flourished 
in all ages and under all civilizations, but it is not from them 
that the enlightenment or progress of an age or race may be 
determined. The ancient literatures contain masterpieces, 
but in their very subject-matter they reveal types of life char- 
acterized by slavery, subsistence by plunder, petty warfare, 
revolting cruelty and immorality, and an extreme poverty and 
crudity of life conditions on the part of the masses. In Rome 
the slaves were so numerous that they were not allowed to 
wear livery lest they should realize their power and rise in 
revolt. The American workingman to-day is incomparably 
superior in point of knowledge, comfort, freedom, opportun- 
ity, culture and morality, and in the complete, rounded-out 
and many-sided character of his life, to any of the savage 
and revengeful “ heroes” of the Iliad or Anabasis. Outside of 
a limited group of personal followers, Greece never really knew 
her Platos and Aristotles, nor began to comprehend them as 
we doto-day. Greece executed Socrates for misleading her 
young men. In two or three specialties Greece attained 
heights that have not since been surpassed, but in the multi- 
farious particulars which go to make up the great sweep of 
human progress, the progress of the masses, she was far below 
the civilization which we see about us to-day. The energy of 
civilization in 400 B. C. was devoted to the perfecting of art, 
sculpture and philosophy: the tremendously greater energy 
of civilization in 1900 A. D. is devoted to the perfecting of 
man. 

(3) In discussing the connection between wages and civ- 
ilization, it is important first of all to distinguish between 
nominal and real wages. Nominal wages refers only to the 
amount of money received for labor ; real wages refers to the 
amount of wealth or commodities obtained for that labor. 
Thus in speaking of wages as high or low, we must consider 
the purchasing power of money under the given conditions as 
well as the nominal money rates paid. For instance, the China- 
man’s day wage of ten or fifteen cents, compared with the 
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American’s of two or three dollars, does not accurately repre- 
sent the actual economic condition of the two, so far as the 
mere means of subsistence are concerned. Being content 
with the poorest accommodations, the Chinaman’s rent, as well 
as his rice, is much cheaper than here, and his meagre wage 
enables him to live. The real difference between American 
and Chinese wages, however, appears when we go beyond the 
few simple staples which enable the Chinaman merely to ex- 
ist, and consider the greatly superior diet, clothing and homes, 
and the variety of manufactured products, comforts and even 
luxuries enjoyed by the American, which are absolutely be- 
yond the reach of the Oriental laborer. 

Had our friend borne this distinction in mind he would 
hardly have made the error of referring to California in ’49 and 
Klondike in ’97 as proofs that high wages do not coincide with 
high civilization. In both these cases nominal wages were 
very high but real wages low. Under the costly living and 
barren social conditions prevailing in Alaska, ten dollars a day 
may be a smaller wage in point of purchasing power than 
two dollars a day in a Massachusetts manufacturing town. 
But it is useless in any event to attempt to trace the relation 
between wages and civilization under the transitory and 
wholly unrepresentative conditions of frontier and colony life, 
where the population is new and merely reflects the influence 
of all sorts of previous environments and types of life. 

But viewing the subject broadly, on national or group 
lines and under normal conditions, the relation between wages 
and the character of social, political and religious institutions 
is clearly traceable. Real wages are distinctly higher in the 
United States and England than in France, Germany or the 
thrifty and prosperous Belgium cited by our critic; are higher 
in these last than in Russia; higher in Russia than in Japan, 
and in Japan than in China or India; while in savage Africa 
there is not even a wages system in existence, since every man 
hunts for himself and all are about equally destitute. Accord- 
ingly, the United States and England have the maximum of 
political freedom, religious independence and varied social 
life; on the continent there is much more of despotism, nar- 
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rower social life, and cruder religious beliefs; in Russia, still 
more despotism, and the Greek Church religion, chiefly of 
forms and ceremonies; in China the despotism becomes com- 
plete, social customs unnatural and often cruel, and the re- 
ligion Pagan. 

Now these striking parallels are not mere accidents. Their 
significance cannot be ignored. Wherever the facts are broadly 
and fairly investigated it is seen that the social, political and 
religious institutions, in a word, the type of civilization of a 
people, really grows out of and is largely determined by the 
industrial condition of the masses. The reason is not difficult 
tounderstand. Man’s first and indispensable concern must be 
to satisfy his physical necessities ; this is essential to life itself. 
It is now an accepted formula that as one grade of human 
wants is satisfied, another and higher class of desires takes its 
place, and so on; but the first grade must be provided for be- 
fore those following can have any general and really effective 
operation. A nation whose people are always on the verge of 
starvation cannot reach the grade of political freedom, ample 
social life, intellectual culture, moral refinement and religious 
enlightenment which characterizes high civilization. To show 
this, let us trace back each one of these conditions. 

Where all are poor and industrial interests few there is 
little demand for political freedom, for the need of it is not felt. 
Such freedom is and always has been sought as a means of 
protecting and controlling growing industrial interests, rights 
of property and freedom of labor. Similarly, where wages are 
very low there can be little real social life worthy the name, 
since laborers under low-wage conditions work long hours, are 
huddled together in unwholesome quarters, often eating and 
sleeping beside their implements, as in the sweat-shops, and 
lack the means whereby any really beneficial social contact can 
be secured. Under such conditions, also, there can be little 
opportunity for intellectual culture. The pinched, monoto- 
nous life, the exhausting toil, the sodden environment and 
the narrow and depressing range of influences with which the 
laborer comes in contact do not stimulate intellectual ambi- 
tion, while the children themselves must go to work at the 
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earliest opportunity, and thus grow up in ignorance. In the 
same way, where industry is crude and wages low, there is little 
interdependence of interests, small social contact, and hence 
few particulars in which the moral and altruistic sentiments 
are called into play. Where life is purely individualistic, and 
the interests of each do not depend upon and touch at a hun- 
dred points the like welfare of others, as in a complex, high- 
wage society, there is a much weaker sense of social brother- 
hood and moral responsibility, and far less regard for indi- 
vidual rights. Complex interdependence is the Divine instru- 
ment of harmony in human society. And having reached this 
point it is not difficult to see that where political despotism, 
general ignorance, cramped and embittering life conditions 
and crude moral sensibilities prevail, there can be no high 
degree of religious enlightenment. Ignorance means supersti- 
tion and grossly materialistic conceptions of the Unknown; 
while despotism, hardship and low morality imply the habit of 
servility to brute force, and, in religion, the idea of bloody 
sacrifices or elaborate penances to appease some revengeful 
god. Where material comfort, wide social life, intelligence, 
freedom and hope prevail, the religious sentiment finds ex- 
pression in enlightened and altruistic forms. 

If our friend really believes that high wages and high civ- 
ilization have nothing to do with each other, why does he say 
“Yes, the advocates of low wages are the enemies of civiliza- 
tion,” and proceed to urge that there are no advocates of low 
wages? Certainly there is no object in defending high 
wages unless they really contribute something to the social 
elevation and personal development of man. Our critic’s 
view would make the attainment of wealth an end in itself; 
we regard it solely as a means to an end. Did not social 
wealth actually contribute to the higher progress of man we 
should have no interest in urging its increased production and 
diffusion through high wages. But the instinct of progressive 
society solves this problem in spite of us, and for the once we 
can agree with Dr. Ridpath that “ Civilization will either 
abolish poverty or be abolished by it.” 

















1897.] 427 
Comparative Labor Costs 


Some little effort has been made within recent years to 
discredit the protective system by comparing percentages of 
labor cost in certain industries, in the United States and for- 
eign countries. The position of the protectionist is that the 
tariff should be sufficient to cover the difference between the 
labor cost here and in such competing countries as may have 
machine methods of production equal to our own. If the 
machine methods of all other countries were inferior to our 
own by as much as their wages are lower than ours, we should 
need no protection at all; but no such state of affairs actually 
exists. In general, England’s productive processes are equal 
to ours, while Germany’s are rapidly approximating the Eng- 
lish and American standard. Nor is it likely that either 
nation will ever greatly outstrip the other in this respect. 
The stress of modern competition is such that whenever 
any important new cheapening process is introduced in one of 
these countries it is almost sure to be copied in the others, or 
else the inventive genius of the other nations applies itself to 
solving the same problem by different and perhaps better means. 

This much being granted, it is apparent that the differ- 
ences in cost of production which may exist between these 
countries, will be largely due to differences in labor cost, and 
that these differences in labor cost will, in general, be indi- 
cated by the differences in the rates of wages. Therefore, a 
tariff covering the difference between the foreign and Ameri- 
can cost of production in industries having equally efficient 
machine methods would, from the protectionist standpoint, be 
theoretically sound. Such a tariff would cover only the differ- 
ence in labor cost, and higher labor cost is all that should be 
permanently protected. Except in the case of the first estab- 
lishment of a new industry of some social advantage to the 
nation, inferior methods of manufacture or productive organ- 
ization should never receive tariff protection. That would be 
simply to perpetuate inferior tools and machines, when the 
pressure should always be towards securing the adoption 
everywhere of the best methods in use anywhere. 
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The new method of attack upon protection, to which 
reference was made at the outset, is this. Some particular in- 
dustry, such as the production and manufacture of iron and 
steel, is selected, and comparison made between the percent- 
ages of labor cost in a given American and a given foreign es- 
tablishment. If it can be shown, as in some cases it can, that 
despite our higher rates of wages the percentage of labor cost 
is as low or even lower in the American than in the foreign 
concern, it is assumed that our labor must be much more effi- 
cient or our methods more productive, and hence that no tariff 
protection is needed. In other words, that our superior meth- 
ods or efficiency really makes our highly paid labor as cheap 
as the low-wage but less efficient labor in the foreign estab- 
lishment. 

The fatal error in this line of reasoning is the assumption 
that the cost of production in any given industry can be ascer- 
tained by examining the conditions in the exceptionally fav- 
ored or “average’’ concerns. For instance, it would be sim- 
ply absurd to compare the cost of production in the Carnegie 
plant at Pittsburg with a correspondingly superior English 
plant, and give out the result as the difference in the cost of 
American and British iron and steel production. Such acom- 
parison would merely indicate the difference between the two 
concerns under consideration, and would not necessarily hold 
any significance whatever as to the industry as a whole in 
either country. This is made perfectly clear by examining the 
law whereby cost of production in any given industry is deter. 
mined. 

Probably no two establishments in the world, manufactur- 
ing the same article, would exhibit exactly the same cost of 
production. Differences in situation, in access to raw materi- 
als or to markets, in kind of power used, in plant and general 
equipment, in size of output, in superintendence, in capitaliza- 
tion, and in a hundred details all result in giving a different 
cost of production for every separate concern in whatever line 
of industry. Yet in any given market, prices for the same ar- 
ticle (of equal quality of course) tend to a uniformity, regard- 
less of where or by whom the different portions of the supply 
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were produced. This means, of course, that the price which 
that article brings is not determined by the cost of its produc- 
tion in any one particular establishment which is helping to 
supply the given market. Hence the absurdity of taking the 
cost of production in any special factory, especially those best 
situated and equipped, as indicating the cost of producing an 
article in a given country or section. Equally inaccurate is it 
to take the percentage of labor cost per unit of product in any 
one concern, as showing the proportionate labor cost in the 
production of that article in the nation at large. 

The price of an article in a given market is determined by 
the cost of producing the dearest portion of the supply re- 
quired for that market. Here are a dozen or more concerns 
competing in the same market. So long as all are making a 
profit each will endeavor to undersell the others, until the 
price finally reaches the cost-point of the least favorably sit- 
uated producers, and below this point they will not sell. If 
the public must have their portion of the supply it must pay 
their price, and what these get can be obtained by all the other 
producers, since the price tends to a uniformity. It is in this 
way that the more favorably situated and efficient concerns 
are able to make profits, while there is a certain group of 
producers in every industry who make none, but are forced to 
sell at cost. Though individual concerns are constantly alter- 
ing their position in this scale by adopting better methods, 
etc., the scale itself remains, and the price of an article is reg- 
ularly determined by the least efficient of the necessary pro- 
ducers in the field, at their cost-point of production. 

Since these price-fixing producers get no profits, it is plain 
that the price of an article is entirely labor cost, for the raw 
material and other items are all resolvable back into labor in 
one form or another. Thus, nothing really enters into price 
but labor cost ; in other words, the price of an article in a given 
market under normal conditions is the same as the labor-cost 
of its production. 

It now becomes easy to see that the labor-cost of produc- 
ing an article in America may be much higher than in some 
foreign country, even though the percentage of labor-cost in 
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some particular concern here may be less than in a correspond- 
ing concern abroad. We might have a few establishments 
superior in point of efficiency to any in the world, while at the 
same time our group of dearest or price-fixing producers were 
no better situated as regards efficiency of plant, etc., than the 
corresponding group of price-fixers abroad. 

There is no reason to suppose that in the majority of our 
industries the situation of our price-fixing groups, as regards 
equipment, efficiency of plant, etc., is better than that of cor- 
responding groups abroad. Our industries are of more recent 
establishment than the English, and it would be natural to ex- 
pect that ours were the less fully developed. But assume that 
our price-fixing groups are not less favorably situated and 
equipped than those abroad, but that the two are approxi- 
mately equal. If wages were the same in both cases, it is plain 
that the cost of production would be the same in both groups, 
and hence that the price would be the same in both countries. 
In this case no tariff would be necessary, unless as an incen- 
tive to the creation of new industries. But since wages are 
admittedly higher in this country than abroad, our price- 
determining groups have a higher cost of production and this 
higher cost is /abor cost, so that the necessity does exist for a 
tariff to cover differences in American and foreign wages. In 
other words, while in certain American industries the “ bo- 
nanza” or cheap production end of the scale may be lower 
than anywhere else, the price-determining group at the other 
end of the scale is not better situated here than abroad, and 
hence the higher rates of wages here will show directly in a 
higher cost of production. 

In a discussion of “ American and British Blast-Furnace 
Practice” by Mr. J. Stephen Jeans, in the Engineering Maga- 
sine for April and May last, several points are brought out 
tending to confirm the view here taken. Mr. Jeans is an 
authority on this subject, being editor of the Engineering Re- 
view, (London), author of numerous scientific works, and hav- 
ing acted for many years as secretary of the British Iron Trade 
Association. Though his discussion relates only to blast-fur- 
nace practice, it is illustrative of our point. Thus, in closing 
his April article Mr. Jeans says: 
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‘So far as labor costs are concerned, I do not hesitate to 
declare that it is impossible to fix the proportions in which the 
expenditure for labor enters into the final cost of pig iron in 
any country or district, although, of course, it is otherwise 
with individual works. I make this statement unreservedly, 
despite the attempts made by many authorities on both sides 
of the Atlantic to compare costs in the United Kingdom and 
the United States. I do not know of any two works in Great 
Britain—and I am acquainted with the economic conditions of 
many—where the labor costs are the same.” 

In the May article Mr. Jeans goes into the subject of com- 
parative labor costs quite thoroughly. While criticising Com- 
missioner Carroll D. Wright’s figures on cost of pig-iron pro- 
duction because of the lack of information as to geographical 
and other governing conditions, he practically endorses them 
in respect to the differences in labor cost in the countries 
named. He quotes from Col. Wright the following statistics: 





Cost per ton of pig iron. 


United Great Continent 

States. Britain. of Europe. 
Boo i000 nnn 04 b0ksdnseeecncteseces veeeneed $1.386 $0.669 $0.517 
COREE GIG CHRD. coc ccccccesccensesecsescs a -056 .056 
TINS GE CORB 00.0 cece cceccescosceocescsesee -533 -406 -406 
PR 66 60.00 606065400646 0508 0500nbee eins beeesee +039 -020 .020 





Westphalia is presumably the country which the figures 
for “Continent of Europe” represent. Commenting on the 
much higher labor cost per ton inthe United Scates, Mr. Jeans 
says : 

“ Now, this difference is so serious that it suggests either 
a very much higher rate of wages in the United States, or a 
lower labor efficiency. Compared with continental Europe, I 
have no doubt that the difference against American labor costs 
is wholly due to the higher rates of wages paid, seeing that 
the official average recorded for Belgian blast-furnace labor is 
not much more than two shillings per day. But this remark 
is by no means equally applicable to British labor.” Mr. Jeans 
then presents some figures showing American and British 
wage rates in this industry. While the American rates range 
about 30 per cent. higher than the British, this difference is 
not sufficient to account for the 100 per cent. excess in the 
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American labor cost per ton over the foreign. His explana 
tion of the discrepancy brings out a class of facts whose im- 
portance we desire particulatly to empasize. To quote again: 
“I have come to the conclusion that in the United States 
artisan labor costs considerably more per ton of output than 
in Europe. The wages cost of such labor, to begin with, 
is much higher. In the two typical cases named [in a previous 
statement], the daily wages paid in 1895 were as follows: 





Average daily rate of wages. 






United United 
States. Kingdom. 
a a. Ss. d. 
ans ncansnsdebibbetiasssinebtedeebenedion 4 4 7 
Machinists........ 2 s 4 
Carpenters,....scesess one 3 4 6 
Se actntnesebiekees-cneksnneetscbnessecnas sone Ir 4 8 





Here we have a difference of nearly 80 per cent. against the 
United States, for the four items tabulated. But it is also 
probable that, owing to the harder driving common in the 
United States, and the much more rapid wear and tear inevit- 
able to the greater rush, the artisan element in the cost of pro- 
duction is much greater in American than in English practice. 
Tis the pace that kills; and neither men nor mice are exempt 
from this rule.” 

Failure to reckon with this artisan labor feature is respon- 
sible for much of the mistaken reasoning on the subject of 
comparative labor costs. These occupations are distinctly of 
a hand-labor nature, and the high cost of artisan labor cannot 
be overcome by the use of superior machinery as in the case 
of factory operatives. To whatever extent artisan labor en- 
ters into the production of any given article, a higher wage 
rate for such labor means a correspondingly higher labor cost 
per unit of product. Thus it is clear that a comparison of the 
cost per unit of product of such labor only asis engaged in the 
direct production of a commodity, operating improved ma- 
chinery or using machine methods, cannot be accepted as 
showing the extent of the labor item in the finished product. 

We have quoted from Mr. Jeans’s articles for the purpose 
of bringing out this essential point in its general significance, 
and not to support any particular contention regarding the 
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special industry of which Mr. Jeans treats. The production 
of iron and steel may or may not be an industry in which pro- 
tection will be continuously needed. There is some reason to 
suppose that our superior natural advantages in this line, to- 
gether with the economic gain resulting from very large pro- 
duction, will eventually offset the higher cost of production 
due to higher American wage rates. Probably this state of 
affairs already exists with reference to certain exceptionally 
favored establishments, but as we have shown, the condition 
must extend to our price-determining group before the indus- 
try asa whole can be considered proof against lower wage 
rates abroad. 

It seems necessary to repeat this important qualification, 
in view of the advanced ground taken by Mr. Jeans in a more 
recent discussion of the same subject. In the November £n- 
gineering Magazine he writes on ‘‘ Future Supremacy in the 
Iron Markets of the World,” and inclines to the belief that 
the United States is destined in the near future permanently 
to supplant Great Britain in this important field. This opin- 
ion has been strengthened by the recent development of ex- 
ceptionally rich ore deposits in the Lake Superior region. 
Our blast-furnace practice, too, he considers superior to any- 
thing to be found elsewhere, and in this connection makes the 
significant statement that “the economic policy adopted by 
the United States—and which is often supposed to cramp and 
fetter invention—did not hinder a band of brilliant engineers 
and metallurgists from exerting themselves to improve upon 
British methods and appliances until they placed American 
practice far ahead of anything in Europe.” Coming from this 
source, the admission that protection at least ‘“‘ did not hinder” 
our remakable progress, is something of a gain. Nevertheless, 
it should be borne in mind that Mr. Jeans bases his conclu- 
sions as to our competitive supremacy upon the conditions 
prevailing in the most advantageously situated of our iron- 
producing sections and establishments. For this reason the 
sweeping conclusion which he draws in the following para- 
graph is not necessarily justified by the immediate present of 
the industry as a whole. 
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“TI have said that American practice has confounded the 
wisdom of those who have hitherto argued that nominally 
cheap labor is needed to secure an absolutely cheap product. 
It has equally upset the old-fashioned ideas about the effect 
of protection in favoring the producer at the expense of the 
consumer. No doubt, under ordinary circumstances, and 
especially in the infancy of industry, this result happens. It 
may also sometimes happen, and remain, after an industry 
has been fully established, when the conditions are not favor- 
able to cheap production as a result of internecine competition. 
It has happened also, and will probably happen again, as the 
result of artificial interference with the free play of competi- 
tion between the works established in the country whose in- 
dustries are supposed to be protected. But over a wide range 
of industrial operations protection does not protect, and this 
paradox was never more clearly apparent than in the existing 
condition of the American iron industry. For that industry 
at least the United States require the shackles of protection 
no longer. Iam disposed to doubt whether the same remark 
is equally true of European countries.” 

The humor of this paragraph may not be intentional but 
it is conspicuous nevertheless. Mr. Jeans evidently fears that 
he is getting too complimentary in his remarks on protection, 
hence he must needs refer to it as a “ shackle” which our iron 
industry requires no longer. If protection is a shackle, when 
did our iron or any other industry ever require it, or why 
should Mr. Jeans cherish a suspicion that European countries 
may be in need of any such thing ? 

On the whole we think Mr. Jeans’s position in April and 
May, when he argued against the possibility of making satis- 
factory direct comparisons of labor costs for a whole country 
or district, is sounder than his later conclusion that our iron 
industry as a whole already surpasses the world in the matter 
of low labor cost per unit of product. In special establish- 
ments and localities this is undoubtedly true; we doubt if it 
is true as yet of our price-determining group. However this 
may be, the case of the iron industry, as treated by Mr. Jeans, 
affords a good illustration of the class of errors which are 
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almost certain to enter into this kind of argument. The con- 
siderations adduced by Mr. Jeans in his earlier articles sup- 
port our position and are a warning, perhaps, against his own 
somewhat radical conclusions in the later contribution. But 
the dangers which beset this method of argument are most 
clearly apparent in the numerous efforts which are made to 
apply it toall sorts of industries, and to draw from special in- 
stances general conclusions against the necessity of a protect- 
ive policy. To assume that the labor item in the cost of 
producing the entire supply of a commodity required for a 
given market, can be determined by considering only the labor 
directly engaged in operating the plant, and that in only the 
“ bonanza”’ or even average concerns, is the acme of economic 
quackery and superficial reasoning. 
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A Texas View of Gold Appreciation 


The following interesting communication was recently re- 
ceived from one of our Western subscribers, a resident of Texas. 
We publish it chiefly because of his question regarding gold 
appreciation, which we answer in an editorial note: 


“T have just finished reading the October number of your 
Magazine. On the whole I find it a most interesting number. 
The ideas it presents are bright and optimistic. It gives us not 
fruition itself, indeed, but points out some of the lines of de. 
velopment and improvement along which we can hope for 
greater material, mental, and moral prosperity. 

“T must confess that Iam in love with your methods of dis- 
cussing industrial and economic questions. Since my first 
acquaintance with economics, which was only three or four 
years ago, I have thought the treatment given the subject by 
our orthodox economists radically wrong. Wealth and not 
man is the center of their system; and their science, when de- 
veloped, is the science of greed. But with man as the central 
figure and his development as the end of all our efforts, 
economics necessarily becomes to all lovers of humanity both 
an interesting and optimistic science. How to make man dear 
and wealth cheap is the problem before us—a problem that 
every one of the human family is interested in having solved. 
The solution must, I think, be worked out largely on the lines 
laid down in your books and Magazine, to which I gratefully 
acknowledge my indebtedness for much valuable thought and 
information ; and, if so, the spread of your ideas will bea mighty 
element in elevating the material and social condition of the 
mass of our people. 

“ The article on ‘Farming and Farm Labor’ has an especial 
interest for me, doubtless because all my life has been spent 
on the farm; from my youth up I have been surrounded by its 
influences, and my sympathies are naturally with the farming 
class. But while sympathizing with them, I cannot be blind to 
their faults nor have patience with their blunders. The princi- 
pal occupation in this section of our country is agriculture. We 
have quite a number of ‘one horse’ farmers, and many of these 
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are getting poorer year by year. The farmer gets low prices for 
his products—many of them he finds no market for at all—and 
the merchants cannot sell unless the people have money to buy 
with. Consumption is decreased, the standard of living is low- 
ered, relatively at least, and consequently we have stagnation 
and sometimes degradation instead of improvement. As long 
as the majority of our people are at the cost of living point we 
can have no prosperity. Any plan, though it destroy their 
mythical ‘independence,’ that will give the people employ- 
ment, that will bring wealth within reach of their consumption, 
should be hailed with delight. We need higher prices for our 
products, or, what would amount to the same thing, cheaper 
methods of production, and greater socializing influences around 
the farmers themselves. Whatever will bring these will be of 
benefit to the farmer, and he is the farmer’s friend who, let it 
cost what change it will, does his utmost to introduce these new 
and better industrial forces and higher social influences. Farm- 
ing must! be more systematic and scientific if the standard of 
living of the farmers is to be raised. To make it this we must 
have improved machinery, more capital, and stronger and more 
economic centralization. 

“ Not the least significant statement in this issue of your 
Magazine is that which says: ‘A more thorough education of 
statesmen and leaders in public sentiment, in sound, construct- 
ive principles of public policy, is equally vital to a correct and 
safe solution of municipal problems, present or future.’ I have 
for some years been of the opinion that our governmental ma- 
chinery, municipal, state, and national, would be far less expen- 
sive and more efficient if we had more statesmen and fewer ig- 
noramuses to make our laws. It is too common a thing to see 
a mere bag of wind, a bundle of sentiment and very little sense, 
ride into office on a tidal wave of vulgar popularity. 

“In conclusion I wish to call attention to what I conceive 
to be an error in one of youreditorials. It, however, is but the 
repetition of an idea you proclaimed all through the campaign 
of 1896, and which has since been repeated. You say that the 
silver men claimed last year that the low price of both wheat 
and silver was wholly due to the appreciation of gold. Do you 
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not, in saying this, misrepresent the silvermen? I confess that 
there was a great deal of free silver argument I did not read; 
but if I mistake not, the leaders in thought of the silver ele- 
ment did not and do not make prices wholly dependent on the 
value of gold. They make the appreciation of gold the basic 
element in the fall of prices ; but there are other elements, which, 
acting in conjunction with or in opposition to the appreciation 
of gold, either accelerate or retard its destructive effect. The 
following note, which I wrote on the margin of the September, 
1896, number of your Magazine, gives what I have always 
thought the true silver sentiment on this point: 

“* We do not claim that the fall in prices was wholly due to 
the appreciation of gold. There were other causes at work to 
bring about this fall. This being true, we have no difficulty in 
explaining why some prices have remained stationary, some 
have fallen, and others have risen. The effect of the appreci- 
ation of gold has been to reduce all prices equally, but whether 
the price of any commodity has risen or fallen and the amount 
of this rise or fall depends on whether these other forces have 
acted in opposition to or in conjunction with the appreciation 
of gold, and the relative strength of these two forces. For in- 
stance, say the appreciation of gold has tended to lower all 
prices thirty per cent. On some one commodity other forces, 
such as improved methods of production, have acted whose 
tendency was to reduce the price of the commodity twenty per 
cent. The actual fall of price in that case would be fifty per 
cent. There is another commodity whose cost of production 
has increased thirty per cent. Here the one force will offset 
the other, and the price of the commodity will remain un- 
changed. The cost of production of still another commodity 
has increased fifty per cent. Here the increase in price ex- 
ceeds the fall, and the price of the commodity will rise twenty 
per cent.’ 

“Very truly yours, 
“A. H. McKnight.” 


This is the best and most rational statement of the conten- 
tion that the fall in prices is due to gold appreciation that we 
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have anywhere seen. It shows an intelligent effort to reason 
on the subject, which is not always apparent in the discussion 
of this question on either side. Mr. McKnight’s statement of 
the case is eminently superior to most reasoning on this point 
in that he recognizes forces acting upon prices and value which 
are too commonly overlooked by advocates of both free silver 
coinage and the gold standard. It is that the primal and dom- 
inating cause of the prices of the precious metals, as well as of 
all other commodities, is the cost of production. 

Most people who discuss this question assume that the con- 
trolling and perhaps the only cause of price movement is supply 
and demand. There is really no hope of people ever having a 
scientific conception of the subject until they get rid of that 
notion. It is because Mr. McKnight is so free from that errone- 
ous doctrine that his statement of the case is entitled to serious 
consideration. 

If all the illustrations he gives in the last paragaph of his 
letter were entirely accurate, the results would be exactly as he 
indicates, on the assumption that appreciation of gold was a fac- 
tor in the case. From 1862 to 1879 market prices in this country 
did exactly this thing, except in the opposite direction ; instead 
of the monetary appreciation which he now assumes in relation 
to gold, it was then depreciation of the greenback and prices 
went up instead of down, but before we can accept Mr. Mc- 
Knight’s reasoning we must ascertain whether the permanent 
cause whose existence he assumes, is actually present, namely ; 
gold appreciation. If it were present, what he states might 
occur, but in this statement of the case, the fact in dispute is 
the very one which remains to be proved. Before we can at- 
tribute the general fall in prices or any fallin prices to the ap- 
preciation of gold, we are bound at least, to prove that gold has 
appreciated. 

Has gold appreciated, is the question? This must be 
answered before any reasoning whatever about its influence on 
prices ought to be permissible. On this point Mr. McKnight 
throws no light. He takes it for granted. How can we tell 
whether gold has appreciated? In the case of greenbacks we 
had no difficulty, because they were the direct representatives 
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of gold and hence their value was specifically expressed in gold, 
Dealing with gold, the case is not quite so simple. In the last 
analysis a final appeal must be made, as in the case of every- 
thing else, to its cost of production. It is neither correct nor 
safe to argue that because gold will exchange for a larger 
amount of silver or iron or wheat or any other product, that 
gold has appreciated. 

It would be just as true to say that because gold will ex- 
change for a smaller amount of beef and mutton and butter than 
it formerly would, that gold has depreciated. 

The appreciation or depreciation of gold cannot be deter- 
mined by referring to its relative value as compared with other 
commodities, but by its own comparative cost of production. 
Judged by this test, the facts seem to indicate that gold has not 
appreciated, but that it has, if anything, slightly depreciated. 
The cost of production is indicated not by the amount of other 
things for which gold will exchange, either in single articles or 
in specific portions of a given aggregate, as indicated by the 
index number system, but it is shown |by the cost of labor re- 
quired for its production; and this, of course, for the produc- 
tion of the dearest necessary portion of the supply. 

This means that it is the cost of production, not of the 
most lucky placer mines in Klondike} or in the Transvaal, but 
by the cost of the more normal production from quartz mining 
or extricating gold from refractory ores. Here two forces have 
been at work, one is the rise of wages, which has tended to in- 
crease the cost, the other improved machinery, which has greatly 
reduced the cost of production, and the latter is definitely more 
than the former, which gives a net reduction in the cost of pro- 
duction. This is shown by the fact that, whereas, some years ago 
ore that did not yield a minimum of $4 gold per ton could not 
be profitably worked because the cost of getting it equalled that 
amount, to-day ore that will yield $2 or $2.50 of gold per ton 
can be profitably worked, showing that the net labor cost of 
producing gold, which is the final test of all cost of production 
has not increased, but has diminished. 

The labor cost in gold mining has not decreased as much 
as the labor cost of production in some other commodities ; as 
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for instance, in most manufactured [products. If the miner's 
standard of living, and wages of gold miners, had increased as 
much as have wages in many branches of manufacture, the im- 
proved machinery used in gold mining would not have reduced 
the cost sufficiently to overcome the increase that the higher 
wages would involve ; but, for obvious reasons, the standard of 
living and the wages of gold miners like those of all employed 
in rural and extractive industries have increased less than the 
wages of laborers affected by the social influences of highly ur- 
banized industry. 

Admitting all that Mr. McKnight claims in his very intel- 
ligent statement of the position of the silver advocates on the 
subject, we know no ground for concluding that any part of the 
falling price of any class of commodities is due to the apprecia- 
tion of gold, and for what seems the most obvious of all reasons, 
that there is no evidence that gold has appreciated. If it could 
be proven that gold had perceptibly appreciated it would un- 
questionably be true that such appreciation would lower prices 
and lower prices of everything equally, though as Mr. McKnight 
has stated it the fall in prices might not be equally perceptible 
in every article as the causes affecting the cost of production of 
different articles might neutralize the different degrees. But 
until it can be shown that gold has appreciated fer se, which 
can only be shown by proving that the labor cost of producing 
it has been actually increased, there can be no warrant at all for 
the assumption that gold appreciation is the cause of any of the 
present fall of prices. 
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IN MAKING the anti-capital proposition the issue of the 
Democratic party, Mr. Bryan and his followers are not creating 
a new Democracy as some seem to think. Mr. Cleveland 
sounded the keynote for this issue. He made the attack on 
American industries and large capital his chief theme of public 
utterance, and the concluding paragraph of his last message 
was an appeal to the States to enact anti-capital legislation. 
In taking up the cry against capital and so-called monopoly, 
Mr. Bryan is but following in Mr. Cleveland’s steps. 





THOSE WHO insist that protection has no influence on 
wages will be interested in the announcement of the manufac- 
turing potters of their intention to increase the wages twelve 
per cent. throughout the pottery industry. No industry, with 
the single exception of the woolens, suffered so much from 
the Wilson-Gorman tariff as did the pottery industry. Their 
ovens closed and wages slumped. Since the passage 
of the Dingley law the fires have been lighted under 
the ovens, full employment resumed, and now twelve per cent. 
advance in wages is offered. If the free trade journals of the 
country refuse to see this, the employees in the pottery indus- 
try will not fail to feel it. Perhaps Mr. Wilson may find a 
way of explaining to the laborers that this increase is an 
injury. He has a great capacity for economic imagination, and 
this will be a good case for applying his art. 





IN THIs issue is published a list of questions prepared by 
the Monetary Commission bearing on the reform of our bank- 
ing and currency system. It should be observed in reading 
these, that our answers to the questions asked are from the 
point of view of sound banking. Of course, it is too much to 
expect that the present Congress will undertake so compre- 
hensive a measure, but while the best cannot be expected, it 
should always be attempted. It is to be hoped that the ad- 
ministration will give its support to no reform which does not 
at least rest upon sound monetary principles. Sound banking 
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demands the abolition of legal tender paper money, closing of 
the sub-treasuries and placing the Government funds on de- 
posit in the banks, and the issue of paper currency by banks, 
subject to constant gold redemption. Whatever is done or 
attempted by the present Congress should at least be in this 
direction. 





AS WE go to press forecasts of the President’s message are 
being given in the daily press. These advance statements in- 
dicate that the President will urge substantial reform in the 
currency law; among other things recommending the separation 
of the gold reserve from the general funds of the Government, 
thus in the future preventing the hocus pocus performances 
of the last administration, of issuing bonds ostensibly to 
maintain the gold reserve, while using the money to supply 
revenue deficits. Though this is not a very comprehensive 
measure it is well worth adopting. It is said the President will 
also recommend a more radical immigration restriction law. 
We hope this is true; immigration should be firmly restricted, 
and restricted on an economic basis. No penniless laborers 
should be permitted to land in this country. Possessing the 
equal of six months’ American wages should be the minimum 
credential for admittance into the United States. It is time the 
maudlin sentiment on this subject disappeared. 





IT Is becoming more evident every day that the real con- 
test in this country is going to be with socialism in some form. 
It may not be under that name, it will probably be under the 
name of democracy. War on trusts will probably be the plea 
under which the socialistic propaganda will be conducted. 
The “handwriting on the wall,” is already beginning to be 
be visible. In Springfield, Mass., the Democrats have nomi- 
nated a candidate for mayor on a platform demanding the 
municipal ownership of gas and street railways. In offering 
the resolutions, which were almost unanimously adopted by 
the convention, the speaker justified this platform on the 
ground that ** Municipal ownership is on the line with national 
ownership, which is coming to the front as a national ques- 
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tion.’ This is the real keynote of the coming contest. It 
may be well for the seriously inclined promptly to recognize 
this fact, for the sooner it is counted with the better will be the 
prospect of intelligently meeting the issue. 





THERE APPEARS to be a movement on foot in Hawaii to 
protest against the annexation of those islands to the United 
States. The protestants claim that the President has no right 
to give away their country and that ninety per cent. of the natives 
are opposed to their project. If this be true, and there is little 
reason for doubting it, no annexation treaty should be concluded. 
No territory or community should be annexed to the United 
States, the majority of whose population is opposed to the 
treaty. Moreover, if the inhabitants of Hawaii were unani- 
mously in favor of annexation, it would still be better that they 
have an independent government of their own, at least until 
they had proved their capacity both for self-government and 
industrial progress. The United States already has all the in- 
ferior population that it can take care of. We have barbarism 
enough to last us for a century to come. Until the laboring 
classes of the Southern States are lifted to the plane of at least 
$1.50 per day, so that intelligent citizenship can be relied on 
and political freedom guaranteed, this country cannot safely 
add more of that quality of civilization to its population. All 
economic, social and political reasons are against the annexation 
of Hawaii. It is now a republic; let it develop its own indus- 
trial conditions and prove its capacity for its own government 
before any proposition to annex it to the United States is really 
considered. 





THE New York Sun is always bold if not always correct. Its 
latest position on the money question seems to have a greater 
combination of boldness and unsoundness than any position it 
has taken for many years. From time to time during the last 
year it has said many queer things on the money question, but 
its last announcement that the currency issued by the national 
banks should be retired and replaced by government notes is a 
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proposition beside which the utterances of the Western green- 
backers and free silverites seem rational and conservative. 

The Sun's proposition is exactly the reverse of what the 
best financial opinion of the world would recommend. Instead 
of taking from the banks the right to issue money and vesting 
it solely with the government, every principle of sound banking 
demands that the power of issuing paper money should be 
taken from the government and placed with the banks. The 
government ought no more to be called upon to issue notes and 
furnish the security for business credit, than it should be to fur- 
nish the stock and maintain the credit of a retail merchant. The 
essential function of good banking is to organize and secure the 
safe circulation of credit money. Any barbarian can pay prop- 
erty money or barter money, but it is only civilized communi- 
ties that can effectively utilize credit money, which gives at once 
the maximum convenience and elasticity at the minimum cost. 
Inexplicable as it may seem, the Sum appears to prefer the 
money and methods of Sitting Bull to those of the most civil- 
ized countries. 





THE LEADERS of the Democracy are very ingeniously en- 
deavoring to prepare the way for an anti-monopoly issue for 
1898 and 1900. While 16 to 1 will probably not be dropped 
it will doubtless recede into the background, and the general 
antagonism to vested capital under the cry of ‘* anti-monoply,” 
or “anti-trust” will probably be pushed tothe front. The 
reason for this of course is that it furnishes a more sensational 
theme than could the free coinage of silver into forty-three 
cent dollars: it will be a better rallying cry for the Bryan 
hosts, which are now the democracy, than would any definite 
proposition about money. The Republican party must be pre- 
pared to meet this economic hobgoblin or be swamped. The 
cry will be that the Republican party is the party of the rich, 
the party of the trusts, and therefore the enemy of the poor. 
If the Republican party permits itself to acquiesce in that cry, 
as it has shown a disposition to do through its Sherman anti- 
monopoly law and other similar expressions in official utter- 
ances, it will practically yield the field to the anti-wealth 
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propaganda of Bryanized democracy. It is time the Republi- 
can party took a square stand on this great economic question, 
and let the nation know whether it is in favor of the natural 
economic evolution of capital concentration in private enter- 
prise, or of collective ownership of industry. The democracy is 
evidently going to be for the government ownership. Is the 
Republican party prepared intelligently to meet that issue 
with frank defence of capitalistic enterprise ? There is no room 
on the fence. It must take one side or the other. 





IN THE Mayoralty campaign in New York City the argu- 
ment presented in justification for Republicans voting the Citi- 
zens’ ticket to the neglect of General Tracy, who was more than 
the peer of the Citizens’ candidate, was “non-partisanship in 
municipal elections.”” Now that the campaign is over and the 
election of Tammany Hall has been secured, the Republicans 
who, under the lead of Cleveland Democrats, accomplished that 
result, are talking of forming a separate political organization 
throughout the State. The success of such a movement would 
secure Democratic ascendency in the Empire State for the 
1898 and 1900 campaigns. This is just what we feared would 
occur, and what the Cleveland Democrats, who organized the 
Citizens’ Union most desired to accomplish. People do not 
easily retrace their steps. It is the habit of the human race to 
first act and then finda reason for the action. Having left the 
party, they now seek a justification for staying away or starting 
a new organization, which will insure the State to Bryanism. 
All this only shows how important it is for the permanent in- 
fluence of political parties that the leadership and policy of the 
party should always be kept fresh enough to command the con- 
fidence of the rank and file of the party. It is a mistake ever 
to think that a party can be run; if it is to remain useful it 
must run itself. The leadership must lead, but if it is to be 
permanent it must lead in the direction the followers want to 
go, by commanding the confidence and enthusiastic support of 
its friends. It is as impossible permanently to have leadership 
without enthusiastic followers, as it is to have a roof without 
a foundation. Policies and not persons must be the real foun- 
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dation of party power and success, and leadership can only lead 
when it is the vital representative of the policies, methods and 
character of the party itself. 





THE ENGINEERS’ strike in England leads the Yournal of 
Commerce again to discourse to the workingmen upon the folly 
of their efforts to increase wages. It says: “The present de- 
mands of British Trade Unionism as illustrated in the Engineers’ 
strike . . . . have been defined as the employment of the most 
men for the fewest hours, to do the least work for the most 
wages.” The Fournal then proceeds to argue at great length 
that this effort to shorten the hours of labor and increase wages 
“involves an increase in the cost of production.” How strange 
it is that intelligent people can so persistently repeat arguments 
and predictions that have over and over again been contradicted 
by experience. This prediction that if the hours of labor were 
shortened or wages increased, it would raise prices or destroy 
capital, is as old as the first demand for a reduction of the hours 
of labor from sixteen to twelve. It has been repeated with 
every effort of laborers in this direction for over eighty years 
and never was once fulfilled. The hours of labor have been 
reduced and reduced and reduced, and wages have risen and 
risen and risen and the capitalists are not bankrupt but keep 
getting richer and richer. The Fournal of Commerce thinks no 
economy can result from reducing the hours of labor below ten, 
yet a large number of trades have for years had eight and nine 
hours, and the employers seem as prosperous in those industries 
as in the industries where they still have ten, eleven and twelve. 
It is not claimed that the hours of labor can be indiscriminately 
reduced or wages arbitrarily and abnormally increased, but this 
everlasting cry that prices will rise and capital will go to bank- 
ruptcy if the laborers succeed in getting a few cents more per 
day or a few minutes less labor, sounds more like dogged resist- 
ance than intelligent economic discussion. The fact is, higher 
wages and shorter hours are coming and the capitalists who 
cannot survive under that regime had better begin to anticipate 
the future and adjust their affairs. 
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Social Production 


The Institute work of this month covers the subjects of 
wealth, production and consumption. It is probable that on 
no topic in the course of the year can the student more easily 
go astray, and there is no topic upon which popular discussion 
is more loaded down with misconception and error. It is im- 
possible accurately to discuss any important public measure 
bearing on industry without involving the questions of produc- 
tion and consumption, and reasoning on this subject is always 
largely influenced by the conception of wealth and of what con- 
stitutes production and consumption and their economic rela- 
tion to each other. 

In the first place it is very important to have a concrete 
conception of what we mean by wealth, and also clearly to 
distinguish between the different kinds of wealth, as capital 
(productive wealth) and commodities (consumable wealth). 
We often speak of natural wealth, as the hidden treasures of 
the earth, climate, etc. Strictly speaking, however, there is no 
such thing as natural wealth. Wealth, in the only sense in 
which it can be intelligently considered, is really a social phen- 
omenon. 

It may properly be said to include everything outside of 
man himself which ministers to human desires and satisfac- 
tions, and requires human effort to make available for that 
purpose. It is very important always to distinguish between 
wealth and man. Wealth is physical and man is human. The 
importance of this distinction lies in the fact that all social 
progress consists in the changing of the value of wealth and 
service (man) in opposite directions, that is to say, of making 
wealth cheaper and man dearer, which is only another way of 
saying, reducing prices and raising wages. 

To keep in mind the distinction between the two kinds of 
wealth is scarcely less important than to understand wealth it- 
self, because the interest of the public regarding the distribu- 
tion of productive and of consumable wealth is totally differ- 
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ent. At first it would seem as if all wealth is consumable 
wealth, and that the public has the same interest in the dis- 
tribution of one kind of wealth that it has in the distribution 
of another, and hence if the concentration of one kind of wealth 
is injurious to the community, the concentration of any kind 
is equally so. Thisis all wrong, and is the cause of much 
error in the public policy on the subject. The public interest 
in the question of ownership and control of wealth depends 
entirely upon what kind of wealth it is. Wealth may be 
grouped into two classes, not according to any physical qual- 
ities of the wealth, but by the use to whichit is put. For con- 
venience we may call the two kinds of wealth “capital” and 
“commodities.’’ Capital is that wealth which is used for the 
purpose of furthering production, as tools, materials, etc. 
Commodities form that kind of wealth which is used directly 
for human gratification. Although it is not our purpose in 
this article to discuss the question of concentrated capital, it 
will be seen at a glance that the welfare of the community is 
best promoted by the greatest and widest distribution of com- 
modities, that is consumable wealth, because social welfare de- 
pends upon the universal use of the comforts and conveniences 
of life. 

With reference to capital the case may be quite different: 
The best results to the community may come, and generally 
do, from a certain degree of concentration of this kind of 
wealth. If the productive wealth, or capital, is evenly dis- 
tributed throughout the community as in the case of consum- 
able commodities, then everybody would have a little and no- 
body enough to procure the best and most efficient methods 
of production. Productive methods would then not be more 
advanced than those of the middle ages. Here again the im- 
portance of keeping the idea of wealth distinct from man is 
very conspicuous. Capital, it should ever be remembered, is 
wealth and nothing but wealth. We often hear it said that a 
laborer’s intelligence is his wealth. Some economists, even 
Marshall and Mill, have indulged in this loose phraseology. 
If this is true then labor and capital are one and man is 
confounded with wealth. This notion is largely responsible 











450 GunTon’s MAGAZINE. [ December, 


for the classic assumption so prevalent in economic literature 
that labor is a commodity. The obvious logic of this is that 
labor should be cheap. It is obvious to everybody that com- 
modities should be cheap, and if labor is a commodity then 
labor should be cheap. This view permeated the whole eco- 
nomic thinking of the first three-quarters of the century, and 
contributed largely to the convenient conclusion of the early 
English economists that “ profits rise as wages fall and fall as 
wages rise,” a conclusion which gave the employing class a 
bona fide economic interest in low wages. This is the primary 
element in the whole /aissez faire doctrine of economics. 

Now this is a radical error which should be eradicated 
from all economic thinking. Capital, be it remembered, is 
wealth, nothing but wealth, but it is wealth applied to produc- 
tion, and in that only is it distinguishable from consumable 
commodities. Labor is wholly human. The laborer’s skill 
and experience are in no sense wealth nor capital, but are 
human qualities. The development of the superior human 
qualities such as intelligence, dexterity, refinement and general 
culture all involve the consumption of wealth. Wealth is 
consumed in the development of these qualities of human 
character, but these qualities are not wealth. Progress is the 
consumption of wealth and the production of character. It 
would be just as correct to call apples and corn rain and sun- 
shine, but they are nothing of the kind; they are apples and 
corn, definitely distinct forms of existence. If we keep these 
distinctions in mind we have no difficulty in seeing the impor- 
tance of accomplishing the two great movements which at the 
bottom really constitute social progress, namely: cheapening 
the cost of wealth and increasing the cost of labor. Unless 
one or both of these movements occur there is no real advance 
in society.* It will always be safe to conclude, therefore, that 
any public policy, no matter what its motive, which tends per- 
manently to make wealth dearer or to make labor cheaper, is 
contrary to public welfare, and conversely, any political or in- 


* This point is so important that students are specially desired to give it more than 
passing attention. If the text books and other literature do not seem to make it entirely 
clear, any questions on the point will be gladly answered. 
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dustrial policy, whether it be by legislation or the introduction 
of machinery or the reorganization of productive methods, 
which tends to make commodities economically cheaper or to 
make labor dearer, is in the direction of real and permanent 
progress. 

Production and consumption are subjects upon which 
much misunderstanding exists. Much of the mistaken atti 
tude on public questions, both by employers and laborers, 
arises from loose assumptions on this subject. A little preci- 
sion at this point will do much to aid the student in sound, 
wholesome thinking on all questions of industrial policy. For 
instance, down to the time of Adam Smith, economists re- 
garded nothing as production which did not actually extract 
something from the earth. All manufacture was regarded as 
merely changing the form of the material. Adam Smith did 
much to eliminate a large portion of this error, in showing that 
manufacture was production just as much as digging coal or 
raising wheat, because it was the creation of new utilities, but 
even he thought that government officials (such as soldiers and 
policemen) and scientists, teachers, singers, etc., were non- 
producers because they neither extracted anything from the 
earth nor actually changed its material form. John Stuart Mill 
went a step further and included soldiers, policemen, judges, 
and jailers in the class of producers, because he said they were 
necessary to protect the wealth and give security to productive 
enterprise, but even Mill thought that teachers, singers, actors, 
scientists and of course economists, were non-producers, and 
declared that while they might be attractive and nice to have 
around, the community was poorer for their existence. This 
narrow conception of production is responsible for the general 
belief that all middlemen are non-producers and therefore 
parasites on society, and has powerfully aided the socialistic 
notion that only laborers are producers, and that the so-called 
middlemen who operate between the farmers or manufacturers 
and the consumer, are so many parasites living upon the pro- 
ductions of other people, and are what socialists and single 
taxers call robbers. Yet no more fallacious notion ever found 
lodgment in the human mind. Aswe have said, this mistaken 








452 GunTon’s MAGAZINE. [December, 


notion has its entire foundation in the limited and scientifically 
false conception of production. In reality everything is a part 
of production that is necessary to place the product in the 
hands of theconsumer. No product is complete until it passes 
to the individual for social use. So long as shoes, coats, jewelry 
or whatsoever are in the hands of manufacturers or merchants 
they are in process of production. It is asmuch a part of pro- 
duction that a barrel of flour be transported from Minneapolis 
to New York, as it is that it be ground and put into barrels. 
Its production is only complete when it reaches the pantry of 
the consumer. If advertisers, drummers, brokers, wholesale 
dealers, or a hundred other different agents are necessary to in 
any way assist in putting commodities in the possession of the 
consumers, they are properly, legitimately and economically 
producers. The assumption that the broker or drummer is 
unnecessary in the process of handling productions is a false 
notion. If they were not necessary they would be dispensed 
with. It is a part of the constant effect of productive organ- 
ization to eliminate unnecessary forces, and as soon as anything 
can be accomplished without them they disappear. Much of 
this is steadily being accomplished by the aggregation and con- 
centration of production in large concerns, about which, how- 
ever, we shall speak later. But solong as any factor is needed 
it is not a non-producer. This non-producer fallacy is one which 
is very largely entertained by laborers and social reformers. 
Another error on this subject, however, is the relation of 
consumption to production, and that is an error which is most 
prevalent among the capitalist and employing classes. While 
it would always be admitted that production is undertaken 
only with the view of stocking the market, which is another 
word for consumption, it is tacitly assumed that production is 
the prior and more important fact. How to produce cheaply 
is the point most emphasized by the capitalist classes. While 
this is not to be ignored, there is a short and a long view of 
the subject. The short view is usually taken. It is this: the 
way to produce cheaply is to cut down expenses and the most 
convenient way of cutting down expenses is to lower wages. 
While this might seem to work remarkably well in individual 
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cases, it is just one of the things which if universally applied 
would defeat itself, because the reduction of wages, to the ex- 
tent that itis general, is the curtailment of societary consump- 
tion and consequently a direct contraction of the market. Any 
contraction of the market is a fatal obstruction to the progres. 
sive cheapening of production. The only forces which materi- 
ally cheapen production are improved methods of production, 
There is a good deal of difference between low wages and low 
labor cost. Usually the lowest wages involve the highest labor 
cost, and conversely the highest wages involve the lowest labor 
cost, and the great saving in labor cost is through the use of 
improved machinery. 

Now improved machinery depends upon large aggregate 
consumption (large market). The aggregate consumption of 
course arises from the individual social desires of the great 
mass of the people. The community whose laboring classes 
live a simple life in one- or two-room houses, with little furn- 
iture, meagre clothing, narrow social circle, can never furnish a 
wide and permanent market for the productions of diversified 
industry, and hence can never furnish the basis for the use of 
highly developed machinery and scientifically secure low labor 
cost. Consumption, therefore, is not dependent upon produc- 
tion as is commonly assumed, but it is the real social and 
economic cause of production. Diversified social consumption 
by the laboring classes, then, is the only permanent basis for 
diversified production, and the development of the best 
machine wealth-cheapening methods. The influences which 
really lead to diversified consumption are social and educa- 
tional. The public policy which can best promote cheap pro- 
duction must first of all look to encouraging the influences 
and protecting the opportunities of social diversification among 
the laboring classes, since it is only by the new desires, tastes, 
habits and demands that are created that a broad, permanent 
and constant demand or market for the products of improved 
industrial methods can ever be established and maintained. 

This is the long range view. It is the view that states- 
men must take, and while it may not be feasible for each in- 
dividual employer to do much on his own account to promote 
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these forces, since they are only effective when socially general, 
it is of the greatest importance that the employing class, as a 
class, should constantly encourage and support the statesman- 
ship and public policy which steadily tends to stimulate the 
social forces which gradually but constantly tend to expand 
and diversify the social life and demands of the masses of the 
people. Of course the economic effect of this is necessarily to 
raise the standard of living of the laboring classes and make 
their imperative demands for higher wages inevitable. While 
this might be a hardship if applied only among a few employ- 
ers or a special class of employers, it is the really great pro- 
gressive influence behind and indispensable to permanent 
business prosperity and national development. Every addi- 
tion to the opportunities and incentives for this social diversi 
fication is a contribution at once to the broad, permanent 
market conditions for successful wealth production, and toa 
higher standard of intelligent social character, and citizenship 
of the nation. This is really the point of greatest distinction 
between the English and American schools of economists. 
Instead of assuming that /atssez faire, or minimum govern- 
ment aid to industry is the highest statesmanship, the truth is 
that the most important function of high statesmanship is to 
recognize the state as the instrument for protecting and pro- 
moting diversification in the tastes, habits, education and 
social life of the masses as a direct means to greater and 
cheaper wealth production and a higher social standard among 
the people. 


Work for December 


NOTE 

Our attention has been called to the fact that an error 
was made in the name of one of the books suggested for col- 
lateral reading in October. Lubbock’s Origin of Civilization 
was inadvertently described as Lubbock’s History of Ctviliza- 
tion. This occurs on page 311, in the October magazine. 

OUTLINE OF READING 

For December, the required reading will cover topics IV, 

V and VI in the curriculum, as follows: 
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IV. WEALTH. 
(a) Meaning and nature of wealth. 
(6) Different kinds of wealth. Capital. Commod- 
ities. 
(c) Distinction between man, service and wealth. 
V. PRODUCTION. 
(a) Former theories of production. 
(1) Physiocrats. 
(2) Adam Smith, etc. 
(4) Hand production. 
(c) Capitalistic production. 
(1) Effect of machinery on labor. 
(2) Effect of high wages on production. 
VI. CONSUMPTION. 
(a) Desire and demand—initial forces. 
(1) Influence of psychic forces. 
(2) Influence of education. 
(3) Influence of sanitation, etc. 
(4) Effect of consumption on production. 


REQUIRED READING. In “ Principles of Social Econom- 
ics,” Part II, Chapter I. In “ Wealth aud Progress,” Part I, 
Chapters Iand II. In Marshall’s “ Economics of Industry,” 
Books II and III. In Gunton’s Magazine, articles on “ Social 
Influence of High Wages,” and “ Social Production.” 

SUGGESTED READING. In Mill’s “ Principles of Political 
Economy,” Book I, Chapters I to IV inclusive, and Chapters 
IX and X. In Adam Smith’s “ Wealth of Nations,” Book II, 
Chapters I and III; Book IV, Chapter IX. In Sir Thomas 
Brassey’s “‘ Work and Wages,” Chapter V. In John B. Clark’s 
“ Philosophy of Wealth,” Chapters I to IV inclusive. 


AIDS TO READING 


Notes on Required Reading. Hitherto our work has been 
largely of an historical character, tracing the rise and develop- 
ment of modern civilization. We have seen the influence of 
psychic forces—the sentiments and feelings—in giving rise to 
industrial or material progress, and have noticed how, in turn, 
the industrial condition of a people determines very largely the 
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character of their social, political and religious institutions. 
Certain of these points are brought out more fully in our arti- 
cle this month on “ Social Influence of High Wages,” which we 
have included in the required reading. 

We now enter the department of economictheory and will 
consider the nature of wealth, the methods and factors of pro- 
duction, and influence of desire and demand as the primary 
forces of all economic progress. These topics are all treated in 
the reading assigned in “ Principles of Social Economics,” 2. ¢., 
Chapter I of Part II, on “ Wealth and the Law of its Produc- 
tion.” After brief reference to the confused popular ideas re- 
garding wealth and the conflicting definitions given by leading 
economists, the whole subject is carefully analyzed from the 
standpoint of man, and wealth is defined as everything external 
to man whose utility ts actualized by human effort. 

When we come to the next step and discuss production, 
it appears at once that this definition of wealth brings a much 
larger class of people under the head of producers than was 
possible when wealth was regarded as consisting only of ma- 
terial objects capable of accumulation. The permanence or 
durability of wealth is purely a matter of degree. If everything 
is wealth which is made capable, by human effort, of satisfying 
human wants, then, manifestly, all who contribute, directly or 
indirectly, to the satisfaction of human wants, are producers. 
It is true that the beneficent influence exerted in the com 
munity by teachers, lecturers, ministers, physicians and the like 
cannot be computed in dollars and cents, nor included in census 
reports, but this is only because the utilities created by them 
pass immediately to the recipient or consumer without going 
through any intermediate process of distribution. The acts of 
production and consumption are simultaneous. But for that 
matter, florists, dairymen and the like are as truly wealth pro- 
ducers as are iron-makers and lumbermen, though the products 
of the former must be consumed within a few hours while those 
of the latter may last for years. The fact that wealth statistics 
can take note only of material objects does not, under our defi- 
nition, exclude from the category of producers those who con- 
tribute to human well-being through other than material means. 
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We next consider the factors in production, which are land, 
labor and natural forces. Some natural forces such as sun-heat, 
gravitation etc., are gratuitous; others, such as electricity, 
steam, air currents and waterfalls, require human agencies to 
make available. The agencies so furnished, such as steam 
engines or water-wheels, for the utilization of natural forces, or 
to increase the effectiveness of human labor, are forms of capi- 
tal. For practical purposes, we need take no account of gratuit- 
ous natural forces as factors in production, but only such as 
are utilized by the aid of capital; hence in speaking of the 
factors in production, we shall have reference to Land, Labor 
and Capital. And, as is clearly brought out in the chapter 
under review, labor unassisted by Nature, is the slowest and 
least effective of all the methods of wealth production. Man- 
kind’s economic progress can be achieved only as larger and 
larger use is made of Nature’s forces to increase Nature’s con- 
tribution to human well-being. 

Following out this proposition, it is seen that the increased 
use of capital depends upon its capacity to yield increasing 
returns, and this is only possible when very large production 
can be carried on. If only a small product is required, hand 
labor is cheaper than machinery; but where very large quan- 
tities are demanded it becomes cheaper to invest in expensive 
machines and plant, thus enabling the same amount of human 
effort to achieve much greater results. This brings us to the 
last topic in our month’s work, 2. ¢., Consumption, and enables 
us to see that the large production of wealth upon which the 
efficient use of natural forces depends is possible only when 
there is a large demand; in other words, when the consump- 
tion of wealth by the masses is large, varied, and constantly 
augmenting. This does not mean that the consumption of 
wealth should increase merely in proportion to the increase in 
population, but it means that the consumption Jer capita must 
steadily enlarge also. This is imperative, for there is no other 
way whereby new fields of employment or larger occupation 
in old fields, can be provided for workingmen who are tempo- 
rarily displaced from time to time by the introduction of labor- 
saving machines. 








458 GunTon’s MAGAZINE. [ December, 


We are shown in considerable detail how this increased 
per capita consumption can come about only by an increase of 
social rather than physical wants. There is a limit beyond 
which purely physical wants do not increase ; there is prac- 
tically no limit to the enlargement of social wants. By social 
wants we refer to all that class of desires having their rise in 
the sentiments, or growing out of social contact, larger 
domestic life and increasing intelligenec. 

The student cannot fail to see how radically different a 
character is given to the subject of social economics by thus 
adopting the true evolutionary point of view, from that which 
it has heretofore possessed. This will be emphasized by the 
reading assigned in Mill's ‘‘ Principles of Political Economy”, 
wherein the doctrine of parsimony and of diminishing con- 
sumption is distinctly taught as the only salvation of the great 
laboring class. No wonder that economics has been uni- 
versally known as the “ dismal science.” Modern experience, 
however, has utterly disproved the mistaken and reactionary 
conclusions of the classic economic philosophy. 

In “ Wealth and Progress”, the first chapter assigned 
discusses the subject of capital, with particular reference to 
its effect upon labor and the interest which labor has in it. 
Tracing the matter back to primitive conditions, it is shown 
that when labor was the only active factor in production and 
received the whole product, it actually received less and was 
very much poorer than at any subsequent time in the course 
of industrial progress. Capital, first in the form of the crudest 
implements of course, only began to be used at all because it 
was found that the resultant product was much larger than 
unaided labor had been able to create, thus permitting a larger 
actual return to labor even though a certain percentage of the 
total went to capital. This remains true throughout the 
whole range of our highly developed capitalistic industry 
to-day, and is illustrated by the fact that wages are everywhere 
lowest and laborers poorest where capital is least employed, 
while the reverse is true where the use of capital is most gen- 
era! and its organization most complete. 

The second chapter covers ground very similar to that 
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gone over under the head of Consumption in “ Principles of 
Social Economics.” The purpose of the chapter is to show 
that large capital can only be efficiently and profitably em- 
ployed when the consumption of wealth by the masses is large 
and growing. In other words, the future of capitalistic indus- 
try depends fundamentally upon a gradual but steady rise of 
wages. In this chapter, also, is traced the economic process 
whereby a rise of wages, while at first lessening the capitalist’s 
profits, is made up for by the steady improvement in methods 
of production, and by the larger output which is eventually 
made necessary by the increasing consumption of a high-wage 
population. 

Books II and III in Marshall’s “‘ Economics of Industry” 
treat of Wealth, Demand, Production and Consumption. We 
do not consider Marshall’s definition of wealth as sufficiently 
explicit or comprehensive, although an improvement on the 
definitions given by many of the earlier English economists. 
Marshall has the merit of recognizing that certain sources of 
satisfaction not ordinarily classed as material are nevertheless 
forms of wealth. This is brought out more clearly in his re- 
marks on “ Social Income”’ on page 69. 

But the introduction of “ Personal Wealth,” as including 
“all those energies, faculties, and habits which directly con- 
tribute to making people industrially efficient,” seems to us 
unwise and highly confusing. For the sake of clearness of 
thought it is extremely important to make a sharp dividing 
line between man and wealth, and in no way to confuse the 
two. The necessity for this distinction becomes apparent when 
it is remembered that economic progress consists in man grow- 
ing dearer and wealth cheaper; hence to classify man’s per- 
sonal faculties as wealth is to imply that man, to that extent, 
shall become cheap instead of dear. A man’s energies, habits 
etc., are inseparable parts of himself, and to class them even 
as “ Personal Wealth ” is confusing and interposes an unneces- 
sary obstacle to a clear understanding of the subject. 

For much the same reason we object to Marshall’s defini- 
tion of “ Productive Consumption,” that is, consumption which 
is actually necessary in order that a man may be most effective 
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as alaborer. The implication from this is that the purpose of 
man’s consumption of wealth is that he may work, rather than 
that the purpose of his working is that he may consume; and 
a further deduction is that all consumption beyond that needed 
to maintain an effective laborer is unproductive, or wasteful. 
Of course these are not the views which Professor Marshall 
and the other economists who adopt this classification, really 
entertain, with respect to the object and proper extent of con- 
sumption, but our objection applies to the use of economic 
terminology from which such misleading conceptions are so 
easily deducible. 

In discussing Capital, Professor Marshall includes under 
that head the food, clothes, house-room, etc., of laborers. This 
is also open to the objections just pointed out with reference 
to his definitions of Wealth and of Productive Consumption. It 
needlessly confuses man with his means of subsistence. The 
wages paid to laborers are a part of the regular daily or weekly 
cost of running a business; they are paid out of the current 
product, and ought not to be classified as capital. Capital is 
wealth in the form of plant, equipment, implements of produc- 
tion, business rights and good-will, etc. ; and as such is one of 
the three distinct factors in production, land, labor and capital. 
The joint product of these three factors is divided among them 
in the form of rent, wages and interest. But it must be remem- 
bered that neither rent, wages nor interest come out of land, 
labor or capital themselves, but out of the joint product of 
these factors when actively engaged in exploiting natural 
resources. Hence it is economically inaccurate to speak of the 
laborer’s sustenance, or wages, as a part of capital. 

Book III, on ‘‘ Demand and Consumption” treats almost 
entirely of the effect of price in increasing or diminishing the 
extent of demand for different classes of wealth, according to 
different grades of income. No specialcomment is required on 
this part of the book. The really important point is his recog- 
nition of the fact that as certain grades of demands are satis- 
fied, other and higher wants take their place, and so on almost 
indefinitely. Thus, while there is certain to be a natural limit 
to such industries as supply merely the physical necessities of 
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men, there is practically no limit to the number and variety of 
additional occupations which may be required for supplying 
the successively higher grades of expanding human wants. 

Professor Marshall does not seem to appreciate the real 
significance of this matter of increasing demands, judging from 
his remarks on Productive Consumption, to which we have 
referred. According to his definition, only the satisfaction of 
the lower grade of wants can be called Productive Consump- 
tion, while his discussion of Demand shows clearly that the 
industrial progress of the future really depends upon the con- 
stant growth of the higher class of demands. If that kind of 
consumption upon which the world’s future production depends 
is not Productive Consumption in the true sense, then we 
might as well return to what was practically the position of the 
earlier economists and regard all consumption as mere destruc- 
tion of wealth, that is, as waste. 

Besides getting the best modern English view of econom- 
ics, the student will derive a great deal of substantial benefit 
from his study of Marshall, but should not fail to keep firmly 
and clearly in mind throughout, the point of view outlined in 
“ Principles of Social Economics.” Otherwise, the attempt to 
follow different methods of treatment may result in confusion 
and unclearness of thought. 

Notes on Suggested Reading. Our object in recommending 
certain portions of Mill and Adam Smith is that students may 
thoroughly comprehend the treatment given by the classic 
political economy to the fundamental questions of Wealth and 
the factors in Production, particularly Labor. Smith’s “ Wealth 
of Nations,” and Mill’s “ Principles of Political Economy ” are 
perhaps the two most famous and influential works in the whole 
body of English economic literature. Smith is known as the 
“Father of Political Economy.” His great work appeared in 
1776, and was succeeded by a long line of economic treatises, 
notably those of Ricardo and McCulloch, elaborating the sub- 
ject and giving new treatment to many of its phases. Mill may 
be said to have gathered up the scattered threads of this vo- 
luminous discussion and given the world the most complete 
and probably ablest exposition of English economic doctrine. 
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He represents the culmination of distinctively English school 
reasoning, since subsequent discussion has more and more 
tended toward greatly modifying and even overthrowing funda- 
mental tenets of the old school. 

Particular attention is called to Chapter IX of Book IV in 
the “ Wealth of Nations,” for it is here that Dr. Smith over- 
throws the Physiocratic doctrine that only workers on the land 
are productive, and successfully establishes the claim of “ arti- 
ficers, manufacturers and merchants ” to the rank of wealth pro- 
ducers, The acceptance of this advanced idea marked the 
founding of the mercantile school. We have already shown 
how the modern definition of wealth takes the final, thoroughly 
logical step and includes as producers all persons who, directly 
or indirectly, are instrumental in the creation of utilities capa- 
ble of satisfying human wants. In this portion of Smith, also, 
the student will find frequent reference to the virtues of parsi- 
mony, an idea which, if broadly applied, we have shown to be 
fundamentally opposed to what is really the mainspring of 
human progress, z.¢., large and increasing wealth consumption 
on the part of the masses. 

In the reading suggested in Mill, the student will discern 
much the same point of view on the subjects of unproductive 
labor and unproductive consumption that we have already 
criticised in Marshall. It will also be seen, in Mill, how com- 
pletely the laborer is ignored as a factor in consumption, being 
treated solely as a productive agent. 

Space does not permit of an exhaustive analysis of all the 
reading suggested in the works of classic English economists, 
nor is this necessary. Students having once obtained the point 
of view of the more modern, evolutionary philosophy which it 
is our aim to outline, will have little difficulty in detecting the 
weak points in the earlier treatment of the subject. We es- 
pecially urge, however, that students take pains to write us con- 
cerning any point in the readings, whether the required or sug- 
gested, which is not fully comprehended or upon which special 
explanation is desired. This is being done to some extent, but 
the more general the practice the more complete will be our 
personal touch with students, and the greater will be the serv- 
ice we can render them. 
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Some reading is suggested in Clark’s “Philosophy of 
Wealth,” mainly to give an example of contemporaneous 
thought on this topic, and to show the trend away from the 
old classification whereby some of the most useful classes in 
the community were described as “unproductive.” On this 
point and on the question of classifying man’s personal facul- 
ties as “ wealth,” Professor Clark’s position is practically the 
same as that taken in our own discussion of the subject. 

The reading suggested in Sir Thomas Brassey’s “ Work 
and Wages,” will be found to bear upon the curriculum topics 
“Effect of machinery on labor,” and “Effect of high wages 
on production.” atasiaahl 


LOCAL CENTER WORK. 


Now that President Gunton’s winter lecture course has 
commenced, it will be possible for local centers to make use of 
the lecture reports, which will go to all students in the form of 
a weekly bulletin. It would be well to have these lectures, as 
well as the questions and answers following them, read and dis- 
cussed at each meeting. 

Indeed, a capital plan for organizing new centers would be 
for some student in localities where no center has yet been 
formed, to invite a number of friends to his or her home, read 
one of these lectures, with the questions and answers, and fol- 
low it up with the “ Institute Gossip,” also in the bulletin ; 
then explain the objects of the Institute and plan of work, and 
distribute prospectuses, ef cetera. Or, meetings might be 
called in semi-public places, as church parlors where available, 
and social clubs organized for the study of social economics, 
thus ensuring a pleasant as well as profitable winter’s work. 

It may be found possible to use some of the following fea- 
tures for December meetings : 


Reading and discussion of “ Social Production,” in GUN- 
TON’S MAGAZINE. Reading and discussion of lecture reports in 
weekly bulletins received during December. Paper on ‘‘ Wealth ; 
the old and new definitions contrasted.” Question Box on 
November readings: (any questions raised in this way which 
are not satisfactorily settled in the meetings, should be for- 
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warded to the Institute.) Papers or talks on “The Physio- 
crats;” ‘“ Demand, the mainspring of progress;’ “‘ How high 
wages make prosperity.” Reading and discussion of “ Social 
Influence of High Wages,” in December magazine. Debate: 
“ Resolved, That the use of machinery and improved processes 
in production confers an ultimate and permanent benefit upon 
labor.” Paper or address: “ How machinery increases rather 
than lessens the opportunities for the employment of labor.” 

Organizers or secretaries of local centers should not neg- 
lect to notify the executive officers of the Institute regarding 
the formation of new clubs or progress of the work in those 
already under way. 


Question Box 


Editor GUNTON’S MAGAZINE: Are the nominal wages 
paid in this country equal to the real wages? What I mean is 
this: Is not the real consumptive power of the people greater 
than the nominal wages paid? Or in other words, is there not 
a latent consumptive power existing that could be utilized if 


the nominal wages were higher? 
S. W. H., Philadelphia, Pa. 


The real wages (in the sense here intended) paid in this 
country are equal to the nominal wages. There is a difference 
between nominal wages and real wages only when the money 
in which the wages are paid is not equal in purchasing power 
to the best money; as, for instance, when wages were paid in 
greenbacks and greenbacks were at a discount with gold. It is 
entirely true that there is a “latent consumptive power” that 
could be utilized if wages were higher, but that is necessarily 
true in all progressive countries. That “latent consumptive 
power” is simply the new growing wants and desires among the 
wage class, which have not become intense enough in any consid- 
erable number of the class to make them sufficiently discon- 
tented to take the risk of demanding higher wages. The in- 
crease of this “latent consumptive power” is in reality the only 
sure means of securing a general and permanent increase in 
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wages. If high wages come in any other way they are apt to 
slip back. 





Editor GUNTON’S MAGAZINE: The first copy of your 
magazine has just reached me. I am much pleased with it. I 
have read a great deal about the race for Mayor of Greater 
New York. The election is now over, but there is one thing I 
wish to know. Heretofore it has been Mayor of New York. 
Now it is Mayor of Greater New York. What is Greater New 
York? 


Subscriber; Center, Texas. 


“Greater New York” is merely the popular name for the 
enlarged city which comes into official existence on January 
Ist 1898. The real name of the city will remain as heretofore, 
simply New York. At the last State census, in 1892, the pres- 
ent city of New York contained an area of 38.85 square miles, 
and a population of 1,801,739. The city then covered the 
island of Manhattan and included the territory above the Har- 
lem River between the Bronx and Hudson Rivers, as far north 
as the city of Yonkers. In 1895 the city annexed some fifty 
square miles of territory in Westchester County, lying be- 
tween the Bronx River and Long Island Sound, so that the 
northern boundary of the city now runs from Yonkers in a 
nearly straight, south-easterly line to the Sound. Thus the 
present city contains about 89 square miles and a population of 
over 2,000,000. 

To this will be added on January Ist next, the whole of 
Kings County, which is the city of Brooklyn, with an area of 
77.51 square miles and a population (1892) of 995,276; the 
whole of Richmond County, or Staten Island, area 57.19 square 
miles, population (1892) 53,452; and the western part of 
Queens County, on Long Island, including Long Island City 
and several large villages, aggregating 135.10 square miles in 
area and a population of about 100,000. The total area of the 
Greater City will be 359.75 square miles, and the population 
is estimated at over 3,300,000. 
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Economics in the Magazines 


THE ForuM, October, 1897. Statistics vs. Socialism. By 
Hon. W. T. Harris, U. S. Commissioner of Education. Lack 
of space last month prevented our noticing this article. Com- 
missioner Harris’s treatment of the subject is not only able in 
itself, but the statistics with which he meets certain allegations 
of the socialists are particularly appropriate and convincing. 
He cites the facts as revealed by investigation of statisticians, 
in all the great nations of Christendom, thus establishing the 
general trend of wealth production and distribution beyond 
dispute. His article deserves careful reading. 


NORTH AMERICAN REVIEW, November, 1897. Leprosy 
and Hawaiian Annexatiou. By Dr. Prince A. Morrow. This 
article has a timely interest in view of the imminent proba- 
bility of Hawaiian annexation. While not the most important 
consideration in the case, it is certainly a serious state of af- 
fairs which Dr. Morrow reveals regarding the persistence and 
growth of leprosy on these islands. He is of the opinion that 
“In the event of annexation it would be idle to think of con- 
fining leprosy to the islands, or rather excluding it from this 
country by quarantine measures.” The more that is learned 
regarding Hawaiian conditions, the more serious become the 
objections to the annexation plan. 


ENGINEERING MAGAZINE, November, 1897. Zhe Effects 
of Trades Unionism Upon Skilled Mechanics. By Hiram S. 
Maxim. Mr. Maxim's practical experience has strongly im- 
pressed him with the shortcomings of trade unionists. He 
gives illustrations of certain positions which are frequently 
taken by the unions, such as opposition to new machinery, 
‘nursing ” of work to make it last longer, etc. He believes 
that “there has never been a machine, apparatus or system 
introduced into England which has helped to give her the 
position which she now occupies as a great manufacturing 
nation, which has not been opposed tooth and nail by the 
ignorant and unthinking who make up the rank and file of the 
English trade unions.” 
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Probably this is true, and it is from these causes that 
trades unionism has suffered most in the public estimation. 
The many foolish and uneconomic things done by labor unions 
are largely responsible for their slowness in securing popular 
endorsement and legal recognition. Though some may be 
temporarily displaced by new machinery, the progress of labor, 
both as to wages and numbers employed, really depends upon 
the regular adoption of better and better methods of produc- 
tion. This has been confirmed, strictly from the laborers’ 
standpoint, in the facts of our industrial experience, and it is 
most unwise for unionists to perpetuate hostile public senti- 
ment by resisting these necessary and ultimately beneficial 
changes. 

Yet, the laborers are not wholly at fault in this matter. 
The attitude of capitalists towards wage-earners as a class has 
frequently been so narrow and one-sided that laborers have had 
considerable justification for their habit of looking at the ques- 
tion as a species of warfare between fundamentally hostile in- 
terests, in which any kind of methods were allowable so long as 
a point was to be gained. They have learned that where each 
operative strains every nerve to get out his largest possible pro- 
duct, the result is frequently a cut in the piece rate, with the 
result of exhausting the worker and unfitting him for a proper 
social and home life, while conferring no material gain upon 
him in the shape of earnings. The practice alluded to by Mr. 
Maxim, of leaving work only partly finished, etc., in order to 
make work for others, is certainly shortsighted and uneconomic, 
tending to restrict the progress of an industry, from which 
laborers themselves would profit through increased employ- 
ment. But we do not sympathize with the idea of driving 
each worker at his maximum speed, since this tends to intensify 
the very evils which it is one of the functions of machinery to 
lift from the human race. Unionists should of course render 
honest, efficient and superior service, and will more and more 
do so as they come to acquire sounder views of the purposes of 
their organizations and of their economic function in society. 
Their tendency to strike against machines which displace large 
numbers of workers in a lump is perhaps only natural, but it 
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would be the part of economic wisdom “or employers to avoid 
the losses from such struggles by endeavoring so far as possible 
to introduce improvements gradually, with the increase of busi- 
ness, and thus make the new machines serve the purpose of in- 
creasing the output rather than of displacing large groups of 
laborers. Mr. Maxim looks at this question purely from the 
capitalist’s standpoint. He ought to recognize the fact that the 
highest intelligence and economic discernment cannot be ex- 
pected from the wage-laborer class, but that capitalists them- 
selves, in fulfilling their necessary function of constantly im- 
proving the methods of industry, should endeavor so to adjust 
matters with reference to labor that the forward movement 
may be harmonious, and that labor may not always be the party 
which has to step aside and wait for the ultimate benefits of 
progress, meanwhile suffering all the hardships and privations 
of temporary enforced idleness. A broader comprehension of 
economic principles, coupled with some disposition to take the 
social as well as the individualist standpoint in adjusting these 
relations, is absolutely essential to the preservation of indus- 
trial peace and social stability. Such narrowly one-sided views 
as those of Mr. Maxim certainly will not tend to modify the pres- 
ent seriously threatening political attitude of the laboring class. 


THE NEw TIME, November, 1897. Roswell P. Flower on 
Trusts. By Frederick U. Adams. It was with no little as- 
tonishment that we first read Mr. Adams’s hearty endorse- 
ment of Governor Flower’s article on trusts which appeared in 
GUNTON’S MAGAZINE for October. The Mew Time preaches 
unqualified socialism, but its editor declares that “It isa de- 
light to welcome in the forum of economic debate a capitalist 
like Roswell P. Flower, who has brains enough to make a sound 
and scientific defense for the only good product of modern 
industrialism—the trust.” He further says that his magazine 
is “ unreservedly in favor of trusts” as “the grandest develop- 
ment of the century.” The Mew Time reprints a large part of 
the article in question. 

It promptly develops, however, that this unlooked for 
enthusiasm is based upon the idea that trusts are merely the 
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precursors of socialism—that finally we shall have but one 
great trust and that owned and managed by the government. 
This familiar prophecy rests upon a total misapprehension of 
the real trend of economic evolution. While industry has 
indeed tended towards greater concentration, it has been just 
as strongly tending away from governmental management. 
The state, in former times, was excessively paternalistic; now 
its functions in the most advanced countries are almost exclu- 
sively protective. The essential characteristics of trusts are 
the use of superior productive methods, efficient integration 
of capital and expert managerial talent, secured by natural se- 
lection. Every one of these features is the result of forces 
which would be utterly lacking in a socialistic state. Superior 
productive methods are developed and used only in the hope 
of resultant profits; for the same reason only is it sought to in- 
tegrate capital and make production efficient ; while expert 
managerial skill could almost never be secured under a system 
of popular choice. Popular choice always involves a compro- 
mise between the top and bottom, the result is mediocrity: 
Our great captains of industry could hardly be elected to any 
office whatever. Only natural selection evolves the genuine 
expert. Furthermore, the trust only succeeds by reaching and 
maintaining the highest possible productive efficiency in its 
particular field. This involves specialization of effort, and in- 
tense concentration upon single aims. So soon as it is at- 
tempted to carry on entirely distinct lines of industry under 
one management, there is an immediate loss of efficiency, and 
the unwieldy enterprise goes down before outside competition. 
Thus, if the Standard Oil Company should undertake to pro- 
duce pianos and cotton cloth as well as oil, the result would 
undoubtedly be a colossal failure. Superior efficiency abso- 
lutely requires specialization of effort. This is the natural 
limit to the extension of the trust idea towards socialism, which 
the Vew-Z7ime suggests. We expect to see the trust move- 
ment extend and give higher and higher efficiency, but always 
along the line of special industries, to which they will be held 
by the potential competition which is constantly ready to step 
in wherever opportunity offers. 
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INEQUALITY AND PROGRESS. By George Harris, D.D., 
Professor in Andover Theological Seminary. 164 pp. Hough- 
ton, Mifflin & Co., Boston and New York. 1897. Price $1.25. 

This is a most wholesome, sensible and helpful little book. 
In a few vigorous, direct, yet sympathetic chapters the author 
exposes the hollowness of equality as a social ideal, and directs 
the mind towards other and sounder conceptions of justice- 
happiness and contentment. Like Professor Nicholas P. Gil- 
man in a recent review of Bellamy’s last book, Dr. Harris be, 
lieves that excellence rather than equality is the true ideal. 
Reviewing briefly the whole field of anthropology, ethnology, 
sociology and economics, he shows how utterly chimerical and 
delusive any conceivable scheme for establishing equality would 
be. The very equalizing of external conditions would but 
emphasize the natural and permanent divergencies in human 
character, capacities, habits and ideas. Inequalities are native 
and uncontrollable ; they increase rather than lessen as society 
progresses, the only approximate approach to equality being 
found in the lowest savagery. Inequality or variety is the 
condition and sign of progress itself. 

Dr. Harris reaffirms the great law of evolution, that prog- 
ress is the movement from homogeneity to heterogeneity, 
thence to unity, that is, the universal interdependence of the 
most widely differing individuals. “Progress is increase of 
legitimate wants which can be satisfied,” and as one grade of 
wants is satisfied, another and higher class takes its place. 
Contentment is found in working towards and satisfying these 
wants, not in having them anticipated and granted without 
effort. But since the particular wants of no two individuals 
are identical, it is an idle dream to imagine that happiness and 
contentment for mankind can be secured by establishing any 
artificial régime of economic equality. Such a scheme, by re- 
moving the incentives to material progress would inevitably 
mean stagnation, and “contentment” says Dr. Harris, “is any- 
thing but stagnation and repetition without desire for more.” 

The author shows that economic equality is, in the nature 
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of the case, quite as impossible of realization as social, politi- 
cal, religious, intellectual and moral uniformity, and quite as 
undesirable from the standpoint of progress. His analysis of 
the subject is searching and convincing, and we gladly recom- 
mend the book as a healthy reaction against the flood of false 
social sentiment now so widespread and threatening. 





A SCHOOL HISTORY OF THE UNITED STATES. By John 
Bach McMaster, of the University of Pennsylvania. 507 pp. 
American Book Company, New York, 1897. Price $1.00. 

In this book Professor McMaster fully sustains the repu- 
tation secured to him by his “ History of the People of the 
United States.” The difficult work of condensation, preserv- 
ation of essentials and elimination of non-essentials, has been 
performed with great skill and a proper sense of historical pro- 
portion. Perhaps we might say that the book is noteworthy 
not so much for any one particularly strong feature as for its 
harmonious combination of many valuable features designed 
to give the student a broader and more distinct comprehension 
of our national progress. The numerous maps and illustra- 
tions, the latter largely reproduced from original drawings, the 
suggestive, concise foot-notes, the topical summaries for each 
chapter and the setting off in distinct items of important 
points in the text itself are some of the practical features 
which students will appreciate. 

In a condensed school history it is seldom possible to dis- 
cuss adequately the underlying causes, the unseen forces, at 
the root of great social and political movements. This is un- 
fortunate, because the highest purpose of historical study is to 
throw the light of past experience upon the problems we may 
be called upon to solve to-day. To have a sound and really 
useful understanding of history it is quite as important to com- 
prehend the significance, inter-relation and causes of events as 
to know about the events themselves. While Professor Mc- 
Master does not attempt, within the limits of this volume, to 
deal directly with the philosophy of United States history, he 
dces devote a large amount of space to the industrial, social 
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and domestic conditions of the people during the successive 
epochs of our progress, and this enables the careful student to 
trace the rise of those interests and tendencies which gave us 
our free political institutions and subsequent modifications. 
In other words, it is in these portions of the book that the 
student may gain an insight into the psychological forces which 
have been externalized in the concrete facts of American 
history. 

The chapters on “ Life in the Colonies in 1763” and “ Our 
Country in 1790” are vivid word pictures of early social condi- 
tions, rendered more effective by constant comparison with 
modern life. The many hardships, crude customs, harsh laws, 
absence of conveniences, and limited freedom of our early 
national life are sketched with great distinctness. Especially 
gratifying is Professor McMaster’s clear recognition of the root 
causes of the anti-slavery conflict. From the time when Jeffer- 
son’s embargo compelled the establishment of home manufac- 
tures all through the North, the industrial interests of the North 
and South steadily grew apart, and as Professor McMaster says 
{p. 303): ‘‘ This difference of occupation led of course to differ- 
ence of interests and opinions, so that on three matters—the 
extension of slavery, internal improvements, and tariff for pro- 
tection—the North and South were opposed to each other.” 

Professor McMaster pays special attention to the rise of 
new political issues since the Reconstruction Period, particu- 
larly the labor and farmer movements. His discussion of 
recent campaigns, however, is less careful than could be wished, 
and assumes the student’s previous knowledge of important 
points. For instance, the reader would never suspect, from 
Professor McMaster’s account, that the tariff was an issue at 
all in 1892, since he enumerates only the minor planks in both 
platforms. He gives the impression ,also, that the Democrats 
in that year declared unreservedly for the free coinage of silver. 

On the whole, however, Professor McMaster has prepared 
a very useful school history. The topical and chronological 
methods of treatment are skillfully combined, and the historical 
discussion of great political issues manifestly free from bias. 
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Easily holds first place among the monthlies of its class. —/ndiana Baptist. 





SUBSCRIPTION PRICE, $5.00 A YEAR 


THE NORTH AMERICAN REVIEW 
291 FIFTH AVENUE, NEW YORK 
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Represents every department of Knowledge ané Progress. 








Founded by E. LITTELL ih 184¢. 
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ARE REPRESENTED IN ITS PAGES. 


THE LIVING AGE, Reproduces without abridgment the ablest 


articles from the Leading British reviews, 
magazines and weekly literary and political journals in every department 
of Literature; also TRANSLATIONS from the French, German, Russian, 
Spanish, Italian and other Continental Sources. 


ENLARGED by the addition of a Monthly Literary Supplement, containing Readings from 
American Magazines, Readings from New Books, a List of Books of the Month. 




















“AN EPOCH-MAKING STORY.” 
“WITH ALL HER HEART.” From the French of M. Rene Bazin. 


Arrangements have been made for the SERIAL PUBLICATION of a 
TRANSLATION, made expressly for THE LIVING AGE, of this famous 
novel. The first instalment appears in the number of Nov. 6, and will 
be continued weekly for several months until completed. 











This novel, in its recent presentation 
in the REVUE DES DEUX MONDES, 
aroused the greatest interest, attracting 
the attention of litterateurs both in 
France and England. A vivid portrayal 
of life in a French industrial town, it is 
interesting alike as a social study, and 
as a realistic, yet delicate story of 
modern life. 


DURING THE YEAR other translations from the best writers will appear from 
time to time, with serial or short stories by the Leading British Authors. 





Free «wit ALL HER HEART.” 
To all New Subscribers to The Living 
Age for 1898, will be sent Free the eight 
numbers of 1897 containing the first in- 
stalments of 


‘WITH ALL HER HEART.” 











Published Weekly at $35.00 a Year, postpaid. Single Copies 15 cts. 


THE LIVING AGE CO. 


Its literary and ethical qualities are 
so unusual that LES ANNALES LITTER- 
AIRES ET POLITIQUES described it as 
“An Epoch-Making Story.” 

THE LONDON ATHENZUM character- 
izes it “a work of fine and searching 
analysis, full of charm, and redolent of 
a perfume which is exquisite and pos- 
sesses no disquieting element.” 





Choicest——- 

Literature at Club Prices. 
For $9.00 THE LIVING AGE and any $4.00 ® 
Magazine (or Harper’s Weekly or Bazar) 
sent for a year; or, for $8.00 THE LIv- 
ING AGE and Scribner’s magazine. 











P. 0. BOX 5206, BOSTON. 
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“I would like to see THE ARENA in every home."—WILLIAM JENNINGS BRYAN. 
Sept. 29, 1897. 


SUBSCRIPTION PRICE REDUCED TO $2.50 


THE ARENA 


Edited by 
JOHN CLARK RIDPATH. LL. D. 


The leading Reform review is now entering upon its ninth year. Its career has been one 
prolonged effort for the advancement of true reform and the propagation of measures for the bet- 
terment of the People. To-day THE ARENA is better, brighter, more virile than ever. It is in the 
front of the fight and at the head of the column. 


It Stands Pre-eminent as . 
Champion of Popular Liberties. 


It is devoted to the interests of the people, and its voice is raised with no uncertain sound in their 
behalf. The recent reduction in the subscription price should place THE ARENA in the hands of 
every thinking American man or woman. THE ARENA is never dull; every issue is replete with 
bright and interesting articles on the living issues of the hour. Our arrangements are such that we 
can with confidence promise that, under the Editorship of John Clark Ridpath, assisted by the 
most eminent writers and workers, 


The Arena for 1898 will be the ideal magazine for the American 
People. 


PUBLISHED MONTHLY. 25 CENTS; PER ANNUM, $.250. 
SPECIMEN COPY AND PROSPECTUS FREE. 


THE ARENA COPIPANY, - = BOSTON, MASS. 


¢ GRAND HOLIDAY MAGAZINE OFFER 


3 BARGAINS IN READING MATTER FOR EVERY PURSE IfTaken Our Price 


‘ separately for Both 
We want every reader of GUNTON'S MAGAZINE to become a sub- 
scriberto THE PETERSON MAGAZINE, and as a special induce- McCLURE’S $2 00 $1 50 
ment for oy subscriptions offer the following extraordinary combina- PETERSON . ” 
tions of THE PETERS !N an‘ other first-class publications, enablin 
lovers 4 ee — = ss at a price ve —— 
imoossible. Quality and quantity have been combined as never before. 
TadE PETERSON MAGAZINE, established in 1842, has been a wel- COSMOP’L’N 2 00 1 50 
come visitor in hundreds of thousands of homes for more than halfa | PE TERSON . ° 
cen.ury. It is a bright, progressive, clean and dignified American 
muvathly of more than one hundred eS; its contents embracing litera- 


ture, art, biography and fiction of the best class. MUNSEY’S 4 
A GALAXY OF LITERARY STARS PETERSON 2.00 1.50 


The fiction in THE PETERSON for 1893 will be furnished by the 
most prominent story-tellers of the day. inthis respect PETERSON 


will be the equal of any magazine in the country. Herewith isa partial Popes ann | \ 4.00 3.00 
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li-t of those who wil! contrioute the coming year: 


OCTAVE 'HANET CLINTON ROSS GILBFRT PARKER 
AMBLIA E. BARR [AN MACLAREN FRANCES C.BAYLOR 
MARY E. WILKINS |SARAH ORNE JEWETT |S R. CROCKETT HARPER’S 
FRANK R. STOCKTON! HARRIET P. SPOFFORD| MRS. B. HARRISON Monthly, Bazar j 
All orders must be sent to The Peterson and NOT to any of the other - H 5.00 4.00 


publications. or Weekly and 
jas York City subs. on any of these offers, z4 cents extra on account PETERSON 
of extra p» stage. 

The magazines m1y be sent to different addre<ses. if desired. 

Subscription price of THE PETERSON MAGAZINE $1.00 a year. DELINE’ T’R. 
— copies 6 centsin stamps. Wecannot supply samples ot the other PE N 2 00 1 50 
publications. TERSO ” in 

This offer is made to NEW or OLD subscribers to any of the publica- 
tions games. ' foth 1 ater’ 

Seni us your list of other comin stions wanted for low prices. 

OF Remit prompt y and get the beautiful Xmas Peterson FREE as Wom. H, Com. 
long as they last. This number will contain 80 beautiful illustrations, | PE TERSON 
and the stories will be furnished by Frank R.Stockton, Mrs. Burton 
Harrison, Octave Thanet, Mary E. Wilkins and Harriett Prescott Spoff- 
ord. A fine coverin two colors, by Elmer E. Garnsey, will aid to the 


attractiveness of this issue. GODEY Ss 2 00 1 50 
Remit by Money Order, Bank Draft, or Registered Letter. Don't} PETERSON fe ° 
send stamps. 
Wecannot furnish any of these oublications except in combination 
with THE PETERSON MAGAZINE, and exactty as specified below. McCLURE’S 


Peterson and any American Dollar-a-year | VIUNSEY’S 3.00 2.40 

FOR { .50 menage” es PETERSON 
FOR § O00 Ramm sonics 50-cent-a-year 
ADDEESS IN THE PETERSON CO., Coss 
Broadway & Chambers Sts., N. Y. | PETERSON 


60066606606066606 


1.50 1.00 
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. . THE RELIGIONS 
OF THE WORLD. . 


A special course of study, embracing an His- 
torical and Scientific Account of the Religious 
Faiths of the Entire World. 


Seventy-one Instructors, many of them world renowned 
as educators, representing every important religious denom- 
ination, prepare the lessons for this course. 

The religions outside of Christianity are explained by native 
writers and the subjects richly illustrated by cuts of temples, 
F. Max Miler. idols and tombs made from recent photographs. 


Complete Course Contains 
Over 1,000 Pages. ... 


TOPICS AND INSTRUCTORS FOR FIRST MONTH: 


Origin of the Course—By Hon. C. C. Bonney, LL.D. 

Principles of Comparative Theology—By F. Max Miller, Ph.D., K.M., Prof. 
of Philology, University of Oxford, Eng. 

History of Culture (Civilization)—By Otis T. Mason, Ph.D., Curator of the 
Department of Anthropology, National Museum, Washington, D. C. 

Religions of the American Races—By George A. Dorsey, Ph.D., Assistant 
Curator of Anthropology, Field Columbian Museum, Chicago, Ill. 

Religions of Africa and Oceania—By Leon Marillier, M. A., Lecturer on Religion, 
University of Paris, France. 

Religion of Australia—By C. Staniland Wake, Ex-Director of the Anthro- 
pological Institute of Great Britian and Ireland. 





Course contains 288 lessons. Cost—less than 1% cents 
a lesson—text-book, examinations and diploma _ included. 
Courses in History and Literature also ready. For circulars 
giving complete list of subjects and instructors, address 


THE UNIVERSITY ASSOCIATION, 
University Building, Association Building, 
New York, Chicago, 











Are you interested in any special study? 


If so we can sup ¥ you with newspaper and magazine articles on that subject. 

Corporations oan inancial institutions use our service to keep in touch with newspaper comments on 
themselves and everything relating to their business. 

We number among our personal customers many of the leading men of this country. 

For further information write to 


THE PRESS CLIPPING BUREAU, 13 Chambers Street, 


Offices in Boston, Cincinnati, Denver. NEW YORK. 





“It ts of inestimable value.”—Boston Globe. 


20TH YEAR OF PUBLICATION, CIRCULATES IN EVERY STATE AND TERRITORY, 
USED BY GOVERNMENT OFFICIALS AS THE STANDARD, 


The American College and Public School Directory 


CONTAINS CLASSIFIED LISTS AND ADDRESSES FOR THE 
== ENTIRE UNITED STATES OF ALL 
1. Colleges, Female Seminaries and Academies. 2. Normal Schools. 3. Business Colleges. 4. 
Schools of Science. 5. Schools of Theology. 6. Schools of Law. 7 Schools of Medicine—Reg- 
ular, Eclectic and Homeopathic. 8. Schools of Dentistry. 9. Schools of Pharmacy. 1o. State 
Superintendents. 11. County Superintendents. Also, leading—12. City Superintendents. 13. 
Principals. 14. Assistants, &c. Cathered from Official Sources and revised to date of issue. 


C. H. EVANS & CO., Evans Building, St. Louis, Mo. 
TEACHERS WANTED~—Anerican Teachers Bureau, St. Louis, Mo. 21st Year. 
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Original, Entertaining 


The Railway Magazine... een 


‘* Permit me to congratulate you on the excellent typographical appear- 
ance of your magazine ; and I wish also to add my favorable testimony in 
behalf of the high literary character of its articles.” 

B. F. HORNER, 
General Passenger Agent, *‘ Nickel Plate Route.” 

Subscription price : $2.00 a year for the United States, Canada and 
Mexico. $2.50 a year to all other countries. 


The Railway Magazine Co., Metropolitan Building, New York. 
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The Home Market Club 


(BOSTON) 


Sends pamphlets on the tariff and money ques- 
tions free of cost to all inquirers. 

The Home Market Bulletin (monthly, 
50 cents a year) is a reservoir from which 
all can draw quickly and easily whatever 
information they desire on these subjects. 


we 











A Little 
Drawer- 


or a case of them— 
forms the basis of the 
greatest labor saver, and 





trouble saver, and money 
saver known to modern business, the CARD INDEX System. 
Why not look it up? Costs nothing to find out all about it. 
Suits any business, helps everybody. Ever find con- 
fusion in your records, accounts, lists, memoranda? The 
Card System does away with all of it. 
Full particulars free; they really explain. 


‘ The Office Specialty Mfg. Co., = Rochester, N. Y. P 





T is earnestly requested by the publisher of 
this magazine that those who subscribe to it 
regularly, or who may happen to see a copy 
for the first time, will send to the publication 
office, 41 Union Square, New York, the 
names of any who might like to peruse a 
specimen number ortwo. These are gladly 

f sent to all inquirers; and no inquirer is 
7kg importuned disagreeably for subscriptions 
afterwards. 

A magazine of the quality of Gunton’s, 
exposed to the attacks of corruptionists and 
doctrinaires alike who cannot understand it, 
and somewhat limited in its following, must 
of necessity increase its circulation only 
slowly; but its growth may be steady and 
solid if those who already follow it with 


pleasure commend it to those who might 
similarly be interested to see a copy. 
The way to lay it before these friends is 


to send their names, no miatter now large the number 


may be, to the! publication office. Thus the magazine 
will be permitted to speak for itself; and it is quite content 
to leave the matter there. 


GUNTON’S MAGAZINE, 
41 Union Square, New York 
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mo POLITICAL SCIENCE 


Vol. XIII DECEMBER, 1897 ~ No. 6 


The Coming Congress . : 
Monetary Commission Questions ° » ‘ ° 408 
Social Influence of High Wages 
Comparative Labor Costs . : ; 
A Texas View of Gold Appreciation 
Editorial Crucible . . ‘ : 
Institute Work 
Social Production 
Work for December 
OUTLINE OF READING . 
Alps TO READING . 
Loca CENTER WorK : 
Question Box . 
Economics in the Magazines 
Book Reviews . 


NEW YORK 
THE GUNTON COMPANY 
UNION SQUARE 


25 Cents a copy $2 a Year 














GUNTON 
INSTITUTE 
BULLETIN 


The regular weekly bulletin of the GUNTON INSTITUTE 


is now to be had by all inquirers, single copies for five cents 
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and annual subscriptions for $1.00; and sample copies, for the 
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perusal of friends everywhere, are gladly sent upon request. 
Two numbers of the Bulletin are already out. The first 
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contained a verbatim account of President Gunton’s lecture 
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upon Henry George, the second a verbatim account of his lec- 


ture on ‘‘ Why Foreigners Sneer at Us.” Just as the topics are 
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intended to be timely, so it is expected that each successive 
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issue of the Bu//etin will be of present, striking interest. 


It is doubtful if there is a publication anywhere that is so 
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unique and individual.- Each issue gives the thought of a man 


who evidently thinks while he is thinking ; and each gives a 
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verbatim account of the ensuing discussion—from which it 
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appears with equal vividness how the auditors of the lecture 
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think while they are listening. 
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THE GUNTON INSTITUTE || The Buttetin ($1 a year) and 


BULLETIN | the Macazine ($2 a year), if 
| subscribed for together, cost 
$2.50 a year 
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41 Union Square, NEw York 
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HE present is the all impor- 
tant time for the formation 
of local centers of the 
Gunton Institute. It is the 
time for friends of the In- 
stitute and of the Maga- 
zine, and for the friends of 

friends and the acquaintances of friends, to 

mail to the secretary the names of any persons, 
young or old, men or women, who might be 
interested to receive full particulars about the 

.work. 

The plan is not local but general ; it applies 
to the village or the parish, as well as the factory 
city or the state metropolis. Is anybody about to 
form a center in your own locality ? 

Considerable money may be made honor- 
ably and easily by deserving, persistent and 
popular young men and women who will under- 
take to represent the Institute. Their names are 
desired for the advantage of Institute and repre- 
sentatives alike. 

The benefits of the Institute work must 
necessarily depend upon the zeal with'which the 
friends commend them one to ancther. 

Your help will be fully appreciated; it 
would cost you nothing but a moment's effort 


to extend it. 
Please address the Secretary, 
GUNTON INSTITUTE, 
41 Union Square, - © @& «©. .¢ New York 
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